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millions, except per share data and shareholders 

1981 

1980 

% Change 

Operating revenues 

$27,357 

$25,161 

8/7 

Net income 

650 

610 

6.6 

Dividends 

429 

429 

— 

Per share 




Net income 

2.06 

1.93 

6.7 

Dividends 

1.36 

1.36 

— 

Investments 

13,662 

i 1,428 

19.5 

Total assets 

34,509 

28,319 

21.9 

Shareholders' equity 

8,269 

7,665 

7.9 

Shareholders (thousands) 

354.1 

349.7 

1.2 


Annual Trends 


Revenues 

(in billions of dollars) 


Net Income 

(in millions of dollars) 


Dividends 

(in millions of dollars) 


Total Assets 

(in billions of dollars) 









Message to Shareholders 



n 1981, Sears, Roebuck and Co. embarked on 
a series of courses designed to develop the 
ability to outpace the economy in light of new 
realities we face in the marketplace. To do so, we 
acquired major concerns in the financial services 
and real estate industries, announced our own 
money market fund, and dedicated ourselves to 
becoming one of the largest financial services com¬ 
panies in the United States. Early in 1982, in re¬ 
sponse to international economic opportunity, we 
also announced our intention to form a trading 
company. 

These steps reflect our evolutionary plan to build 
on the existing strengths of Sears, Roebuck and 
Co., while carefully seeking new and related op¬ 
portunities. For the present, our traditional busi¬ 
nesses-—merchandising and insurance—are ex¬ 
periencing the effects of recession, inflation, and 
high interest rates. Accordingly, 1981 results, 
while a modest improvement over 1980, are not up 
to the standards your management has set for the 
future, even though both our merchandising and 


i 

insurance operations recorded considerable 
progress in expanding their ability to grow within 
their respective industries. 

Net income for 1981 was $650.1 million, com¬ 
pared with $609.8 million in 1980. Earnings per 
share were $2.06, compared to $ 1.93 the previous 
year. Total operating revenues for 1981 were 
$27.36 billion, 8.7 per cent higher than the $25.16 
billion recorded in 1980. Dividends per share for 
the year were maintained at $1.36. 

Expanding for growth 

Sears, Roebuck and Co. entered 1981 with two ba¬ 
sic business groups in merchandising and insur¬ 
ance, and the fast-growing business group built 
around commercial real estate and related finan¬ 
cial services. During the year, we bolstered our po¬ 
sition in real estate with the acquisition of Cold- 
well, Banker & Company, the nation’s largest real 
estate brokerage firm, and entered the financial 
services industry in a significant way with the ac¬ 
quisition of Dean Witter Reynolds Organization 
Inc., one of the nation’s largest securities broker¬ 
age firms. 

Today, Sears, Roebuck and Co. has four strong 
business groups in merchandising, insurance, real 
estate and financial services, each of which is the 
leader or among the leaders in its respective indus¬ 
tries. In order to provide positive reinforcement of 
names most recognizable to our customers, cor¬ 
porate management recently has designated our 
four major businesses as: Sears Merchandise 
Group, Allstate Insurance Group, Coldwell 
Banker Real Estate Group, and Dean Witter 
Financial Services Group. 

Significantly, each of these businesses can interact 
with one or more of the other operations, promis¬ 
ing faster growth than similar stand-alone opera¬ 
tions. The opportunities of this cross-fertilization 
are reviewed in the Corporate profile section of 
this report. 



2 


Merchandising 

Sears Merchandise Group’s program to stream¬ 
line operations showed positive results in 1981. In¬ 
creased sales and improved expense control were 
responsible for an excellent turnaround in our 
merchandising business. This progress is in line 
with the objective of strengthening our ability to 
fulfill the merchandising needs of the vast middle 
market we serve. 

The strong improvement in domestic merchandis¬ 
ing in 1981 helped offset lower earnings in other 
operations and increased interest expense, which 
has an adverse impact on credit operations. 

Insurance 

The Allstate Insurance Group continued to face a 
highly competitive insurance marketplace in 1981. 
A decline in underwriting results reflected a trend 
in which claim costs are increasing faster than in¬ 
surance rates. Price competition in the industry for 
quality insurance business remains intense. 

However, a decrease in property-liability insur¬ 
ance underwriting results was largely offset by a 
related tax benefit and by increased investment in¬ 
come. Income from life-health insurance opera¬ 
tions also improved significantly, reflecting growth 
in volume. 

Real estate 

The company’s real estate operations and capa¬ 
bilities were extended dramatically through the 
acquisition of Coldwell Banker. This outstanding 
addition now makes Sears, Roebuck and Co. the 
largest full service real estate organization in the 
United States. 

While the generally depressed state of the housing 
market continued in 1981, the Group’s total earn¬ 
ings increased considerably due to the sale of var¬ 
ious commercial properties. 

Financial services 

The decision to take a major position in financial 
services through the acquisition of Dean Witter 
Reynolds responds to both an opportunity and a 
need. The opportunity was created by the recent 


recognition, on the part of the Administration and 
others, to promote the environment for individual 
savings in the United States. 

We believe this is a major opportunity for a com¬ 
pany such as ours, which can apply efficient dis¬ 
tribution and the economies of scale on a national 
basis. The consumer will not truly be served until 
outmoded legislation is dismantled to allow the 
most efficient providers of financial services to 
compete for the consumer’s business. The Amer¬ 
ican consumer will be the ultimate beneficiary. 

New appointments 

Archie R. Boe, Chairman and Chief Executive 
Officer of the Allstate Insurance Group since 
1972, was recently elected President of the corpo¬ 
ration. As such, he will assist greatly in the man¬ 
agement of our expanded business operations. 
Donald F. Craib, Jr. was elected as his successor at 
Allstate. Also, the board elected Philip J. Purcell 
Senior Vice President—Corporate Administra¬ 
tion and Planning and four new vice presidents: 
Randolf H. Aires, governmental affairs; Charles 
F. Bacon, corporate personnel and employee rela¬ 
tions; Gene L. Harmon, corporate public affairs, 
and Charles F. Moran, corporate planning. 

Outlook 

The events and progress of 1981, as well as our 
recently announced intention to compete in world 
trade markets, confirm the commitment of your 
management to make Sears, Roebuck and Co. the 
most growth-oriented company of its kind in the 
world. Through recent acquisitions and the en¬ 
hancement of our traditional businesses, we have 
taken important steps to direct and assure the 
growth of our company, and we greet the future 
with enthusiasm and optimism. 


Edward R. Telling ^ 

Chairman and Chief Executive Officer 


March 23. 1982 
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More Goods and More Services 
for More People in the 1980s 


I n the continuing evolution of Sears, Roebuck 
and Co., 1981 proved to be a landmark year. 
During this period, management established 
three strategic moves to enhance corporate growth 
and broaden the company’s ability to better serve 
the consumer marketplace for years to come. 

First was the decision to create the Sears U.S. 
Government Money Market Trust Fund, a new in¬ 
vestment opportunity for potentially millions of 
consumers. 

The company then announced the significant ex¬ 
pansion of its real estate operations through the 
acquisition of Coldwell, Banker & Company, the 
largest real estate broker in the United States. 
Shortly thereafter, our financial services capabili¬ 
ties were extended with the acquisition of Dean 
Witter Reynolds Organization Inc., one of the 
nation’s leading securities brokerage firms. 

New marketplace realities 

These significant new business dimensions are in 
the best tradition of Sears, Roebuck and Co. They 
are also a natural extension of our unique and 
long-standing relationship with the American con¬ 
sumer. Further, these are sound, growth-oriented 
businesses for our shareholders—businesses 
that will enable us to provide more goods and 
more services to more people in the 1980s and 
beyond. 

Above all, the company believes that these stra¬ 
tegic actions address in meaningful and necessary 
ways the new realities of the American market¬ 
place. 

Sears, Roebuck and Co. recognizes that the eco¬ 
nomic and social conditions in the United States 
have undergone dramatic changes during the past 


two decades. Such changes clearly require new 
products and services, new ways of conducting 
business. 

Traditionally, our plans for expansion have 
been evolutionary in nature, based on the business 
philosophy of serving the consumer first and fore¬ 
most. Now this philosophy is being amplified even 
more in response to an ever changing consumer en¬ 
vironment. As was noted in last year’s annual 
report, the company owes its roots to one business, 
merchandising, but grew naturally into others in 
response to consumer needs. This growth con¬ 
tinues so that we may continue to reach and better 
serve more of the American public. 

Historical perspective 

Throughout its history, the company has applied 
free market principles against current market 
realities. 

Our basic philosophy has been that if we offered a 
good value, the consumer would respond and the 
company would prosper. This meant that we had 
to be a low-cost purveyor of quality goods and ser¬ 
vices on a national scale. This value was achieved 
by developing efficient and effective channels of 
distribution. 

Early on, the founders of Sears, Roebuck and Co. 
recognized that mass merchandising to a largely 
rural population was achievable through a rapidly 
expanding postal system. That gave birth to our 
mail order and catalog business. 

Later, the realities changed, and so did distribu¬ 
tion. The country began its trend toward urbaniza¬ 
tion, and the automobile gave rise to the mobile 
shopper. The company anticipated that these 
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“Sears, Roebuck and Co. recognizes that economic and social 
conditions in America have undergone dramatic changes during the 
past two decades. Such changes require new products and services... 
new ways of doing business.” 




Throughout its history , 
the company has 
applied free market 
principles against 
current market 
realities. 


mobile shoppers would abandon crowded urban 
cores for the easy-parking convenience of subur¬ 
ban shopping centers. This resulted in the great 
growth of Sears retail outlets. Despite the need for 
brick and mortar, value is maintained through the 
economies of scale provided by Sears unique 
source structure and extensive distribution sys¬ 
tems. 


entered the 1970s a rapidly growing, highly 
profitable company. Then came a new set of reali¬ 
ties: a maturing economy, high interest rates, 
rising energy costs, and the inflation that has im¬ 
pacted so many individuals and businesses. 

Economic transitions 

Escalating costs for essentials such as housing, 
energy and transportation, food and health care 
have assumed a greater percentage of the typical 
consumer’s disposable income. At the same time, 
the consumer’s priorities on how to spend or save 
disposable income have changed radically, too. 

Among the most significant social changes of the 
past several decades are the rising consumer 
demand for services, increased household forma¬ 
tion, and the emergence of the two-income family. 
While the two wage earner family may have con¬ 
tributed to the overall growth of the economy, it 
also has changed significantly the consumer’s al¬ 
location of income. 


The success of Allstate’s operations is attributable 
to its efficient distribution and operating systems. 
Allstate is continuing its expansion of multi-mar¬ 
ket distribution systems which currently reach 
every major market through exclusive and in¬ 
dependent agents or brokers. 


Today’s busy family places a premium on time, 
and therefore on services. Over the past three 
decades, the percentage of disposable income 
spent on services—as opposed to goods—has 
climbed from about 30 per cent to nearly 44 per 
cent. 


With these strong market positions, Sears, Shopping patterns and retail competition have 

Roebuck and Co. expanded through the 1960s and taken new courses, as well. More consumers than 

ever before want to shop nights and weekends and 


Services as a Percent of 
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Consumption Expenditures 

60 

60 

50 

40 

50 

40 

30 

30 

20 

20 

10 

10 

0 1950 1960 1970 1981 

0 1950 i960 1970 i98l 


6 







are increasingly willing to buy goods by mail and 
phone. Sears has been at the leading edge of these 
trends as well as in the development of electronic 
shopping systems for the future. 

In addition, most recently the Reagan Adminis¬ 
tration has begun to stimulate consumer saving 
through tax reductions and IRA vehicles, chiefly 
in response to the nation’s capital formation 
needs. 

These new economic realities—more pressure on 
disposable income, shifting consumer priorities, 
altered shopping and saving patterns—emerged at 
a time when retail floor space in this country was 
growing at twice the rate of real sales. 

Simply put, more merchants have been competing 
for a declining percentage of the Gross National 
Product. 

Expansion strategy 

Within this environment, Sears, Roebuck and Co. 
has sought to further the viability of its special 
franchise with the American consumer. Man¬ 
agement is truly dedicated to the proposition that 
Sears is where America shops. 

If America wants to shop at home by cable televi¬ 
sion, Sears will be there. If America wants to buy 
office equipment at special retail stores, Sears will 
offer it. If America wants more national brands as 
well as Sears brands, Sears will have them. If 


... Sears, Roebuck 
and Co. has sought to 
further the viability of 
its special franchise with 
the American consumer. 


America wants more specialized services, Sears 
will provide them. In fact, right now Sears makes 
available a spectrum of personal services, ranging 
from tax assistance to auto rentals to home main¬ 
tenance. 

Survey after survey has confirmed that Sears is 
one of the best known and most trusted commer¬ 
cial institutions in the nation. It is estimated that 
95 percent of all adult Americans visit a Sears 
store at least once a year. 

For many Americans, Sears is the major source of 
goods and services, with its 851 U.S. retail stores 
and 2,388 catalog outlets. Sears, Roebuck and Co. 
also has 24 million active credit card accounts; 24 
million catalog customers, half of whom do not 
have Sears credit accounts, and more than 20 mil¬ 
lion insurance policies in force. 



Civilian Labor Force 25-44 Age Group as a 

Participation Ratos of Women, Percent of Total Population 
Aged ! 6 years and over 
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The financial service 
industry and the 
consumer will benefit 
from the competitive 
advantages that a low 
cost producer and 
distributor can provide. 


Now, in addition, our family of companies can 
provide full financial services through 324 
Dean Witter Reynolds offices and complete real 
estate services through more than 400 Coldwell 
Banker offices in the United States. 

In all, this represents the largest customer base of 
any commercial institution in the world. 

In order to better serve this unparalleled consumer 
base and open new avenues for corporate growth. 
Sears, Roebuck and Co. required additional 
means of applying its special skills in creating 
economies of scale for quality products and ser¬ 
vices through efficient distribution nationwide. 

Real estate and financial services 

Consequently, we chose to expand in two indus¬ 
tries: housing and financial services—both busi¬ 
nesses familiar to Sears, Roebuck and Co. 


Through existing insurance and real estate opera¬ 
tions, we have offered homeowners’ insurance 
since 1957, savings and loan services since 1958 
and private mortgage insurance since 1973. 

As the largest organization of its kind, Coldwell 
Banker fits our criteria for providing real estate 
services nationally. Only a national system will 
adequately serve a mobile society. Sears, Roebuck 
and Co. believes the consumer will respond to the 
range of services and efficiencies that it now brings 
to this industry. 

We also have decided to take a broader position in 
the financial services industry because it clearly 
fits the company’s strategic and philosophical cri¬ 
teria. It is an industry that can and should work on 
a national scale. It is an industry that currently 
suffers from inefficient distribution. It is a service 
that should be made available to the broadest seg¬ 
ments of our society. The financial service industry 
and the consumer will benefit from the competitive 
advantages that a low cost producer and distribu¬ 
tor can provide. 

In its own right. Dean Witter Reynolds has estab¬ 
lished itself as a major force in creative investment 
vehicles, including its highly successful Active As¬ 
sets Account service. This is in addition to the 
Sears U.S. Government Money Market Trust 


Money Market Funds vs Time and Savings Deposits in: 

Value of Money Market Funds Time and Savings Deposits 

(billions) (billions) 
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Fund. Other financial services options are being 
carefully considered. These include: 

■ Expansion of programs which enable customers 
to borrow money on their home equity; 

■ Electronic fund transfers; 

■ Ability of local outlets in the Sears, Roebuck 
and Co. family of companies to accept and dis¬ 
burse funds; 

■ A universal financial card capable of handling 
most household financial transactions; 

■ Two-way communications with the home 
through computers and telephones, for financial 
transactions and consumer products as well. 

These and other considerations are made with the 
intention of making Sears, Roebuck and Co. as 
important a factor in financial services as it is in 
consumer sales. 


We have made our 
mark by selling the 
right products to the 
right markets in an 
effective, cost-efficient 
manner. 



pany has the essential scope of knowledge and ex¬ 
perience to trade internationally. We have made 
our mark by selling the right products to the right 
markets in an effective, cost-efficient manner. We 
now plan to extend these capabilities beyond our 
traditional marketing borders to the horizon of 
world trade. 


World trade 

Furthermore, Sears, Roebuck and Co. recognizes 
a basic understanding of world forces as they 
relate to rapidly changing economic, political and 
social patterns. Increasingly, this understanding of 
global opportunities and competition will in¬ 
fluence the way the company will conduct its 
businesses in the future. 

As an example, Sears, Roebuck and Co. intends to 
create a trading company. We believe the com- 


This will be one more step in an evolutionary plan 
to build on our existing strengths, while carefully 
seeking new and bolder opportunities. 

In order to achieve these goals, Sears, Roebuck 
and Co. will continue its policy of adapting to 
economic and demographic trends in order to best 
serve more people with more goods and services in 
the future. 


Real General Merchandise Sales 
as a Percent ol Disposable 
Personal Income 
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Sears Merchandise Group 



Edward A. Brennan, 

Chairman and Chief Executive Officer 
of Sears Merchandise Group 


gl 



S ears Merchandise Group designated 1981 the “Challenge Year” 
and the result was a significant improvement in all aspects of our 
retailing operations. 

Following two difficult years marked by inflation, high interest rates and 
competitive pressures, the Merchandise Group developed and imple¬ 
mented a plan to increase sales at an acceptable gross margin while 
reducing expenses at all organizational levels. Our performance for the 
year reflects the effectiveness of this basic strategy: annual revenues in¬ 
creased a billion and a half dollars with earnings substantially improved. 

Now that the direction has been set, we intend to continue strengthening 
our position by selling more goods and services to the 36 million Ameri¬ 
can households who are our core customers. No other retailer in Ameri¬ 
ca enjoys a greater consumer franchise. It is our goal to respond to that 
base with the kind of quality products and programs that will assure our 
continued dominance in the decades ahead. 

Paramount to the achievement of this goal is the development of Sears 
stores that are attractive, exciting places to shop. When retailing is car¬ 
ried off with flair, shopping becomes a special experience. At Sears, re¬ 
sponsibility for creating that experience starts with the buyers who are 
charged with providing quality goods at a value and then communicat¬ 
ing that message to our customers through line structures that are easily 
understood. It ends with store management who alone can guarantee on 
a day-to-day basis that these goods are strongly and consistently sup¬ 
ported at point of sale. 


In 1981, we made great progress on both sides of the buying/selling 
equation. Sparked by the introduction of key lines in response to the 
challenge year such as microwave ovens, lawn tractors, Cheryl Tiegs 
sportswear and video cassette recorders for national promotion and 
presentation emphasis, our stores took on an appealing fresh look. We 
plan to build on this success by continuing to devote significant capital 
resources to the further contemporization of our selling units. 


Because most of these challenge year program lines also showed 
dramatic improvement in sales and market share, there is renewed con¬ 
fidence in Sears ability to anticipate, then fullfill, the merchandising 
needs of the vast middle market we serve. Moreover, for 96 years we 
have been a name customers trust. We are dedicated to maintaining that 
trust by providing an outstanding variety of quality merchandise, at rea¬ 
sonable prices, presented in an attractive and stimulating environment. 
We are confident that our customers will respond, and as a result we will 
prosper, whatever challenges the economic climate in the 1980s may 
bring. 
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“No other retailer in America enjoys a greater consumer franchise. 

It is our goal to respond to that base with the kind of quality products , 
services ami programs that will assure our continued dominance in the 
decades ahead!' 





Sears Merchandise Group: Year in Review 


This new display system for men’s shirts improves merchandise 
presentation and enables stores to carry more selections in the 
same floor space. 



furnishings 




S ears Merchandise Group reported gains in 
1981 sales and earnings. A dramatic in¬ 
crease in the domestic merchandising seg¬ 
ment’s earnings more than compensated for 
declines in credit and international operations. 


Domestic merchandising performance was 
influenced by favorable weather throughout most 
of the country during the spring and summer 
months and a surge of holiday business. Sales of 
durable goods especially benefitted from the ab¬ 
sence of credit restraints which plagued most re¬ 
tailers throughout 1980. However, the largest 
contributor to merchandising’s resurgence was 


the success of the “Challenge Year” program 
which emphasized effective buying, better presen¬ 
tation of merchandise and operating cost reduc¬ 
tions. 

Growth strategies 

The key to fiscal 1981 performance was based on 
five interrelated strategies which are being contin¬ 
ued in 1982: 

First is a more comprehensive approach to annual 
planning. Each segment of the merchandise busi¬ 
ness is addressed individually, and the process 
demands that management at all levels—bead- 
quarters and field— have a strong role in develop¬ 
ing and implementing the annual plan. 

Cost reduction is the second strategy, and it in¬ 
volves systematically examining each level of the 
business in an effort to achieve new efficiencies. 
For example, at the store level, improved operat¬ 
ing productivity and customer service is being 
provided by an electronic price look-up system 
which will be operational in 156 stores this year. 
The system speeds customer transactions by au¬ 
tomatically recording and checking merchandise 
prices while providing improved inventory con¬ 
trols. 

The third strategy addresses the buying function. 
Sears buyers have been encouraged to seek and 
develop comparable quality goods at lower cost, 
providing value while maintaining gross margins. 
Product performance and innovations, which 
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provide added value, are two of many other critical 
objectives on which Sears buyers are focusing. 
Next comes the consistent and appealing presenta¬ 
tion of merchandise. Sears is committing sig¬ 
nificant resources to the development of new dis¬ 
play concepts and the overall contemporization of 
existing stores. The first targets of this effort were 
challenge year program lines. To date, there have 
been 36 merchandise lines so designated and more 
than two thirds of these lines recorded double digit 
increases in 1981. 

Finally, the fifth component is to support buying 
and presentation efforts with aggressive selling 
programs. This primarily involves targeting cer¬ 
tain lead items to be bought in sufficient unit 
volume to provide a substantial reduction in retail 
prices. Particularly successful promotions in 1981 
featured wall-to-wall carpeting, children’s jeans, 
all leather handbags and men’s suits. 

Product quality and innovation 

Sears is now systematically reviewing each of its 
retail and catalog product lines. In concert with 
this effort, integrated product, presentation and 
advertising programs are being built around 
dominant market share lines such as washers and 
dryers, physical fitness equipment, children’s 
sleepwear, microwave ovens, lawn mowers, paint 
and home video games. 

Another thrust in 1982 will be aimed at strength¬ 
ening product lines with opportunity for improved 
market share, especially in apparel departments. 


Sears has taken a leadership role in booming video game sales, 
with software systems and a full range of cartridges. The 
advertising slogan "We play for Keeps “ addresses Sears full line 
of video products as well as profitability goats . 



While emphasis continues on Sears own brands, 
selected national brands will be added to complete 
product assortments. For example, recent 
agreements with Levi’s and Wilson Sporting 
Goods will bring an expanded assortment of 
products to Sears customers. 

One of the major success stories of 1981 was the 
Cheryl Tiegs signature sportswear line, which in¬ 
cludes women’s jeans, tops, skirts and sweatshirts. 




Average credit at count Advertising expenditures (ne un¬ 
balances (dollars) paper. TV, radio & other media. 

excluding catalog)($ millions) 
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This new women's hosiery presentation—which enhances and 
disciplines the goods—shows more merchandise in a dominant 
manner. 



The line has now expanded to include junior sizes, 
as well as lingerie, hosiery, and nightwear. 


In addition, the introduction of the Diane Von 
Furstenberg home fashions collection has been 
well received. Other new innovative products in¬ 
clude the Roadhandler All-Season tire, with a 
50,000 mile guarantee; the Kenmore Sensorsew 
One Hundred, a computerized sewing machine; 
and the DieHard powered, rechargeable Reel-1 
lawnmower. 



New Business Systems Centers 
This year marked Sears first venture into specialty 
stores, with the opening of five Business Systems 
Centers in Boston, Chicago and Dallas. These 
stores carry a broad line of electronic equipment 
under Sears and other major brand names. 
Serviced by Sears trained personnel, the products 
include computers, typewriters, word processors, 
printers, copiers, calculators, and dictation equip¬ 
ment, aimed at the small business market. Based 
on the success of the new stores, Sears will open 45 
more centers in 18 markets in 1982. 

Credit 

The extremely high cost of financing receivables 
resulted in a credit loss for 1981; however. Sears 
has numerous programs in place designed to im¬ 
prove credit performance in 1982. These include 
continued reductions in operating expenses, instal¬ 
lation of an advanced mechanized collection sys¬ 
tem, and aggressive marketing efforts to pursue 
new credit accounts. In addition, Sears will contin¬ 
ue to benefit from higher credit rate ceilings legis¬ 
lated in 23 states. 

A positive development has been the significant 
improvement in the general condition of Sears 
credit accounts, with delinquencies significantly 
reduced despite economic uncertainties. 

International 

Sears now operates 77 retail stores and 47 sales 
offices through seven subsidiaries in 12 countries, 
in addition to interests in Canada. 


The new Kenmore Sensorsew One Hundred is one of the world’s 
most advanced sewing machines. 




While International sales increased moderately in 
1981, overall performance was hampered by hyper 
inflation in many countries, increased interest 
costs and competitive pressures. To counteract 
these forces, new operating procedures have been 
implemented to reduce costs and thus strengthen 
profitability in 1982. 

Retail sales of Canadian affiliate Simpsons-Sears 
improved in 1981 due to aggressive marketing 
efforts throughout the year. However, despite sig¬ 
nificant reductions in inventory and administrative 
costs, increased interest expense contributed to the 
decline in earnings from the previous year. 

Outlook 

Sears intends to be the dominant merchant to the 
vast middle range of American consumers. This 
consumer base will grow dramatically in the 1980s 
as the largest “baby boom” generation in the na¬ 
tion’s history matures into its peak income- 
producing years. These favorable demographics, 
coupled with aggressive, innovative marketing 
techniques, will encourage Sears Merchandise 
Group growth in the years ahead. 


In 1982. the American consumer will be introduced to an exciting 
and contemporary concept in home furnishings with the unveiling 
of the Sears Diane Von Furstenberg home fashions collection. 
This new line of bedroom and bath merchandise features premium 
quality fabrics, materials, construction and utility. 


An innovative addition to Sears full-line of lawn and garden 
implements, the new Reel-1 power-propelled electric reel mower 
cuts an 18-inch path, and includes a 12-volt DieHard battery with 
recharger. 
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Allstate Insurance Group 



Donald F. Craib. Jr. 

Chairman and Chief Executive Officer 
of the Allstate Insurance Group 



A llstate celebrated its 50th anniversary last year against the 

backdropof a dramatically changing—and challenging—busi¬ 
ness environment. But challenge is nothing new to Allstate. 

The Allstate record over the last half century is more than ample to jus¬ 
tify the faith Sears, Roebuck and Co. management had in creating a 
new venture in the depths of the depression. In 1931, Allstate was 
formed to provide automobile insurance for Sears customers and the 
general public, thereby assuring shareholders of participation in oppor¬ 
tunities created by the growing private motor car business. 

In the 1950s, Allstate expanded from marketing this single line of insur¬ 
ance into all lines of personal insurance. In the subsequent decades, it 
continued to expand into commercial lines. The Allstate Insurance 
Group now offers practically all major lines of insurance to individuals 
and corporations. Today, it is the nation’s second largest writer of auto 
and home insurance, and ranks 1 3th among 1,900 U.S. legal reserve life 
insurance companies in terms of new personal life insurance issued. 

The Allstate Insurance Group’s sales success has been generated by its 
multi-market distribution system, unique in the insurance industry. We 
currently reach every major market through 11,400 exclusive agents in 
Sears stores and Allstate neighborhood offices, nearly 1,700 indepen¬ 
dent agents in rural areas, 500 independent commercial agents and 
brokers, and many other producers of specialty lines. The productivity 
of our agency forces is further enhanced by extensive direct-mail sales 
programs. In addition, one of the largest employee claims staffs in the 
world backs up Allstate’s sales efforts, assuring timely and quality ser¬ 
vice to the people who depend on us for insurance protection. 


Allstate’s current leadership position in the insurance industry demon¬ 
strates that a large enterprise can maintain its vigor and marketing 
thrust despite five decades of rapid change and shifting customer needs, 
while continuing to maintain a consistent record of profitability and 
financial stability. 


The company also places great importance on its social responsibilities 
and has focused on many issues of mutual concern to Allstate and its 
customers, including: automotive and home safety, anti-arson measures, 
property loss prevention, consumer rights, skills training for jobless mi¬ 
norities, and urban rehabilitation. 


In addition, many of our 40,500 employees have contributed to the com¬ 
pany’s “Helping Hands” volunteer program to exercise their individual 
citizenship responsibilities. 

As Allstate enters its second fifty years, we believe the quality of our ex¬ 
tensive insurance products and services, our multi-market distribution 
systems, and the skills of our people, will turn the challenges of the fu¬ 
ture into opportunities for greater growth and profitability. 
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“Allstates current leadership position in the insurance industry / 
demonstrates that a large enterprise can maintain its vigor and 
marketing thrust despite five decades of rapid change and shifting 
customer needs!’ 
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Allstate Insurance Group: Year in Review 


Allstate is a leader in designing products that respond to social 
and demographic trends, including the rising numbers of working 
women and older Americans. 



A 10 per cent increase in revenue was 

achieved by the Allstate Insurance Group 
in 1981, despite intense price competition 
and sluggish market expansion. Sales results were 
above the estimated insurance industry average 
for the year. Although 1981 net income of $406.3 
million was down 9.8 per cent from the prior year, 
due primarily to claim costs increasing faster than 
insurance rates, the Allstate Insurance Group con¬ 
tinued to contribute a substantial share of Sears, 
Roebuck and Co. consolidated earnings for 1981. 


Allstate is primarily a property-liability insurance 
group, with passenger automobile and residential 
insurance accounting for over three-fourths of its 
business. However, life-health insurance sales and 
earnings continue to rise and promise to assume an 
ever increasing importance in Allstate’s total book 
of business. 


special needs of quality business. 

Serving Allstate customers has always meant 
providing an affordable product along with high 
quality service. Housing construction costs have 
been spiraling during the seventies due to inflation, 
and many people find themselves underinsured in 
the event of a catastrophe. With this in mind, All¬ 
state extended its policy for homeowners and now 
offers an option which guarantees home re¬ 
placement, even if the amount of insurance in the 
policy has not kept up with current costs. 

Arson is a crime which consumes a significant por¬ 
tion of every dollar of fire insurance premiums. 
Allstate did not feel these costs should be borne 
entirely by its policyholders, so it helped form an 
industry-wide data bank in 1981. The data bank 
serves as an early warning system when suspicious 
fire claims are made, cross referencing fire claims 
from many insurers so that individuals filing mul¬ 
tiple claims or moving across state lines to ply 
their fraudulent trade will be detected. 

In addition, Allstate has developed the first in¬ 
dustry program for neighborhoods on how to 
reduce the arson problem. The company is pres¬ 
ently working with the U.S. Fire Administration 
on the development of a model city arson preven¬ 
tion program. 

Recognizing the need to serve the expanding older 
population, Allstate has developed a “55 and Over 
Discount” program for retired persons. This pro¬ 
gram provides a 10 per cent discount on most All¬ 
state auto, rental, condominium, and homeowners 
policies. Also included is a 10 per cent discount on 
Allstate Motor Club membership. As one in five 
Americans is age 55 or over, Allstate expects this 
program to provide substantial growth opportuni¬ 
ties. 


Property-liability 

Although underwriting results of the property- 
liability insurance industry deteriorated, Allstate 
took vigorous pricing and marketing control steps 
in 1981 to meet the challenge. Advanced market 
segmentation techniques were used to identify the 


Allstate also introduced a modernized policy 
covering mobile homeowners which it considers 
the best all-around policy in the industry. Since 
more than 10 million people live in mobile homes 
year round, a larger share of this market can be 
anticipated. 




In the auto insurance area, emphasis was placed 
on providing more efficient claims service, and 
working with automobile manufacturers to design 
cars less costly to insure. 

Following extensive testing, Allstate recently in¬ 
stalled the first countrywide U.S. based computer 
Collision Damage Estimating System in its dis¬ 
trict claim offices to help to improve claim opera¬ 
tions and customer service. 

Outside of Detroit, there exists only one auto¬ 
mobile research and testing facility designed to 
improve the construction of cars to make them 
safer and easier to repair—Allstate’s Tech Cor 
unit. It works closely with auto manufacturers. 
Allstate, in effect, has not simply passed on in¬ 
creased costs to its policyholders but rather has 
worked with the auto makers to help hold insur¬ 
ance costs down. 

Life insurance 

After first offering life insurance in 1957, it took 
Allstate six years to reach the $1 billion mark of 
personal life insurance in force. The first time the 
company sold $ 1 billion during a single year was in 
1967. Butin December 1981, Allstate Life issued 
$1 billion of personal insurance in one month. 


Allstate's unique Tech Con unit is a research and test facility 
dedicated to improving automobile and home construction safely. 
Here, a series of room sellings serve as classroom aids for the 
estimation and prevention of property damage. 








mm 
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Allstate also introduced an insurance continuation 
privilege, which allows policyholders during the 
first five years to convert from whole life to extend¬ 
ed term insurance utilizing the premium already 
paid. Another innovation was the “new home op¬ 
tion” which allows the insured to increase the face 
amount of his policy to cover a larger mortgage 
amount of a new home, at his original age and 
rate, and without evidence of insurability. 


Allstate achieved last year’s record through the 
tailoring of a new series of policies to meet the new 
demographics of America. Recognizing the 
changes in society brought on by the increase in 
two income households, Allstate developed a joint 
mortgage protection plan that insures both wage 
earners under one policy less expensively than 
under two separate policies. 
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Outlook 

Allstate will continue to pursue its primary goal of 
providing more services and responsive products to 
its expanding policyholder family. Life insurance 
will continue to receive great emphasis, as the 
number of people in the prime buying age group of 
25-44 expands dramatically in this decade. In ad¬ 
dition, the firm will continue to design products 
that respond to demographic trends, including the 
rising number of working women and the increas¬ 
ing numbers of older Americans. These strategies 
should serve the Allstate Insurance Group well as 
it embarks upon its next 50 years. 
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Coldwell Banker Real Estate Group 



C. Wesley Poulson. 

Chairman and Chief Executive Officer 
of the Coldwell Banker Real Estate Group 



S ince early 1981, the strategy of the Group has been one of diver¬ 
sification and expansion of services and capabilities with an eye 
toward the future. 

The acquisition of Coldwell, Banker & Company, the largest real estate 
service organization in the United States, has significantly strengthened 
the Group’s position as a multi-line commercial and residential real es¬ 
tate and related services organization. 

The Group now has the capabilities to relocate families, sell their homes 
and sell them new homes, help them find financing, insure their mort¬ 
gages and build and manage their work spaces and shopping centers. In 
addition, a myriad of real estate services are now available to corpora¬ 
tions, institutions and pension funds. These expanded services also hold 
the potential to work in concert with other groups within the Sears, 
Roebuck and Co, family of companies. 

The diversity and scope of the Real Estate Group provides a balanced 
portfolio of products and services that can provide greater resistance to 
cyclicality in any particular area or market. 

Major emphasis in 1982 will be placed on expanding the national 
network of Coldwell Banker offices, maintaining the momentum of 
good, new development projects at Homart and significantly increasing 
the mortgage-backed securities business at PM I. Because of an expected 
decrease in government sponsorship of home mortgages in the future, an 
essential ingredient in the long term future of the residential market is 
the development of mortgage packages which, properly insured, can be 
delivered to institutional and individual investors. The ingredients to 
vertically integrate mortgage services are now contained within the 
Sears, Roebuck and Co. organization and will be aggressively developed 
during 1982. 


Competitive strength and success in the real estate industry is obtained 
by flexibility and staying power, and the ability to accurately and consis¬ 
tently read shifts in demand. The Coldwell Banker Real Estate Group is 
well positioned to capitalize on the expected changes in the real estate 
industry in the 1980s. 


20 


“Competitive strength and success in the real estate industry is 
obtained by flexibility and staying power, and the ability to accurately 
and consistently read shifts in demand ” 













Coldwell Banker Real Estate Group: Year in Review 


Coldwell Banker residential agent Lucy Limbaugh works with the 
Group’s Executrans unit to provide complete executive 
relocation services. 
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D uring 1981, the Real Estate Group ex¬ 
tended its established shopping center 
development capabilities to other types of 
commercial real estate development. Further, 
these activities were rounded out through the ac¬ 
quisition of Coldwell Banker, the nation’s leading 
residential and commercial real estate service 
company. 


In general, the residential real estate market was 
extremely weak by historical standards because of 
relatively high mortgage interest rates. Those 
companies within the Group dealing in the re¬ 
sidential market were, accordingly, negatively 
affected by this condition. Conversely, the com¬ 
mercial real estate market was relatively strong 
because of low vacancy levels in commercial build¬ 
ings and institutional interest in real estate. 


Homart 

Repositioning this shopping center development 
company into a multi-line commercial real estate 
developer was a primary strategy decision in 1981. 
While commitment to shopping center develop¬ 
ment remains steadfast, it is no longer the only 
avenue of commercial real estate development. 


During 1981 Homart ranked first on the National 
Mail Monitor’s “Top 50” list of shopping center 
developers, based on the company’s development 
of more than 11 million square feet of gross leas¬ 
able space during the past three years. Nearly 20 
million square feet of space is under Homart man¬ 
agement. 

Homart is currently involved in 73 wholly owned 
or joint venture projects, 39 of which are under 
development. 

Site work was begun in 1981 on the 117-acre 
Gateway Business Community in South San Fran¬ 
cisco. Scheduled for an early 1982 opening is 
Homart’s first office building project in Atlanta— 
3500 Piedmont. Ground was broken in late 1981 
for the first joint venture office building, the Xerox 
Centre, northwest of Dallas. Other office buildings 
are in the planning stages, and additional joint 
venture projects will be pursued in 1982 as 
Homart expands further into office building and 
multi-use development. 

Coldwell Banker 

The acquisition in December 1981 of Coldwell 
Banker greatly extends and complements the 
Group’s business. Coldwell Banker operates 249 
residential real estate brokerage offices, 54 com¬ 
mercial real estate offices, 24 mortgage banking 
offices and 32 real estate management offices. In 
addition, Coldwell Banker provides referral and 
relocation services internationally, institutional 
capital management, escrow, appraisal and con¬ 
sultation, development management, title insur¬ 
ance and insurance brokerage services. 


Homart shopping centers: 
wholly owned 


Hoirturt shopping centers: 
joint venture 
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Coldweil Banker Residential Affiliates, Inc., a new 
unit, was formed during 1981 to accelerate resi¬ 
dential brokcrageexpansion into middle-sized and 
smaller markets. Residential Affiliates will fran¬ 
chise brokers in target areas with populations of 
500,000 or less, geared toward forming a nation¬ 
wide network in those markets of some 2,500 
offices. They will complement some 1,000 com¬ 
pany-owned offices scheduled in large markets. 

PM l 

Total revenues and net income rose for the PM1 
companies in 1981. This mortgage insurer 
depends on new housing and the resale of existing 
homes for its growth. Although the depressed state 
of the housing industry impacted performance, 
PMI was able to offset this decline by a substantia] 
increase in the premium volume for second lien 
mortgage insurance. In addition, 1981 resulted in 
exceptional growth in investment income as yield 
and the size of the investment portfolio increased. 

Allstate Savings and Loan 
In 1981, with over $3 billion in assets, Allstate 
Savings and Loan Association ranked as the 12th 
largest thrift institution in California and 18th 
largest in the United States. Allstate Savings and 
Loan operates more than 90 branch offices in 
California. Last year the Association introduced 
the Easy Money System, including the Easy 
Money Fund, a short-term, high-yield investment 
instrument for the small investor. Beginning in 
1982, Allstate Savings and Loan will be included 
in the results of the Dean Witter Financial Ser¬ 
vices Group. 



This archil eel's model represents the Group's Las Colinas joint 
venture with Xerox Corporation to develop a multi-million dollar 
office building complex in Irving. Texas. 



Outlook 

The outlook for the real estate industry is not too 
encouraging for 1982, although there should be 
general improvement over 1981. The key to per¬ 
formance in the residential real estate area will be 
dependent—as it always has been—on the direc¬ 
tion of mortgage interest rates. Lower interest 
rates are anticipated in 1982 but not significantly 
low enough to satisfy the underlying demand for 
new and resale housing. 


The commercial real estate market, which gener¬ 
ally lags residential, should experience some 
difficulties during 1982, but because of lower 
vacancy factors relative to other real estate reces¬ 
sionary periods, the market should be stable. 

Improvement in the residential and commercial 
sectors appears to be more likely in the second half 
of 1982 than in the first half, with the residential 
market leading the way. 
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Dean Witter Financial Services Group 


i 



Andrew J. Melton, Jr., 

Chairman and Chief Executive Officer of 
the Dean Witter Financial Services Group 



I n a move calculated to enhance our productivity as individuals and 
as an organization, Dean Witter Reynolds shareholders voted to ac¬ 
cept an offer of merger into Sears, Roebuck and Co., thus becoming 
the nucleus of the newly formed Dean Witter Financial Services Group. 

Joining us in providing consumer financial services will be Allstate Sav¬ 
ings and Loan Association. Our insurance affiliates are now included in 
the Allstate Insurance Group. 

Sears, Roebuck and Co. provides the broad capital base that has become 
essentia! for major financial services companies. This merger is an 
important step in allowing DWR to accelerate its strategy to attain a 
premier position in all phases of domestic and international capital 
markets, including investment banking, public finance, equity and fixed- 
income securities, and related products. The competitive posture of our 
Account Executives with the investing public should be particularly 
enhanced. 

The Sears name, and all it stands for, represents a worldwide consumer 
franchise and source of potential new investment service business supe¬ 
rior to that of any financially oriented company with which we might 
have entertained a relationship. 

Three out of four affluent brokerage clients have a Sears credit card, ac¬ 
cording to an independent survey. Sears has double the penetration of 
American Express among high-net-worth brokerage customers. 


Product synergism can be substantial for DWR people: real estate pack¬ 
ages, tax advantaged investments, creative insurance packages, invest¬ 
ment banking originations, and mass marketing skills—all can now be 
emphasized—on a grander scale than has been possible in the past. 


As we help the future unfold, the Dean Witter Financial Services Group 
looks forward to new strengths and new opportunities, maintaining our 
managerial independence within the Sears, Roebuck and Co. operating 
structure. 
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“Sears, Roebuck and Co. provides the broad capita / base that has 
become essential for major financial services companies 
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Dean Witter Financial Services Group: Year in Review 


Nancy Donovan, vice president-planning, Dean Witter Financial 
Services Group, meets in New York with Lincoln Ames, president 
and chief executive officer of Dean Witter Reynolds' newly formed 
Capital Markets Group. 



I t has long been our stated objective to be 
ranked among the first five in size—and un¬ 
surpassed in quality—in any activity in which 
we engage. During 1981, further progress was 
made throughout our wide range of activities. 
Business segments where these stated goals have 
been met include the size and scope of our dis¬ 
tribution system, transaction processing capabil¬ 
ities, equity research, utility financing, and such 
disparate product areas as unit trusts, options, tax 
shelters, insurance agency marketing and the 
money market funds managed by InterCapital. 


As we have developed new markets and products, 
it has become apparent that the decentralization 
of our management will bring special skills to bear 
on specific functions of the Group. 

Organization 

Accordingly, within the Dean Witter Financial 
Services Group, the holding company, Dean 
Witter Reynolds Organization Inc., has been re¬ 
structured to have four major corporate units in 
the financial service areas: the broker/dealer— 
Dean Witter Reynolds Inc. —including the Branch 
Office System, Commodities, Institutional Sales, 
Marketing, Operations, Research, Trading and 
related activities. Dean Witter Reynolds Capital 
Markets —encompassing Corporate Finance, 
Public Finance and Syndicate activities. Dean 
Witter Reynolds InterCapital —embracing all 
Mutual Fund and Money Management activities. 
And Dean Witter Reynolds International —which 
includes our worldwide sales and international 
trading activities. The Group also includes All¬ 
state Savings and Loan Association. 

Overall, the goal of the Group is to faithfully, 
skillfully and efficiently service our clients. This 
new corporate structure will best organize our 
efforts to achieve this end. 

Recent management initiatives 

Active Assets Account 

Management’s role includes fostering entrepre¬ 
neurial initiative wherever it seems appropriate. 
Our new Active Assets Account service to inves¬ 
tors helps make this point. Dean Witter Reynolds’ 
own proprietary personal asset management ser¬ 
vice, now being advertised and marketed national¬ 
ly, was introduced during the summer of 1981. 
The Active Assets Account consolidates a client’s 
assets in one convenient account, automatically 
keeping cash balances working in any one of three 
short-term money funds, while granting ready 
access to resources via a checking service, plus our 
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own special VISA credit card. Easy-to-use bor¬ 
rowing power is available at favorable rates. All 
these services are summarized monthly by com¬ 
prehensive record keeping. The response has been 
enthusiastic by both DWR investment profession¬ 
als and by our clients. Active Assets Accounts now 
number about 25,000, amounting to over $400 
million in assets, with accounts being added at a 
rate of approximately 225 per day. 

InterCapilal 

A testament to the benefits of a sound strategy im¬ 
plemented by judicious applications of talent and 
money can be found in our money management 
arm, InterCapitai. 

In late 1977, Dean Witter Reynolds Organization 
acquired Standard & Poor’s InterCapitai, an in¬ 
vestment management organization, to form the 
nucleus of our entry into the asset management 
business. At that time, assets under management 
were approximately $200 million, consisting of 
one closed-end investment company and a small 
money market fund. 

InterCapitai had some $11 billion under man¬ 
agement in early 1982, including 12mutual funds, 
plus a strong foundation in the pension man¬ 
agement area. This phenomenal growth is tes¬ 
timony to the broad acceptance and investment 
expertise of InterCapital’s ability to keep pace 
with the fast changing needs of today’s institution¬ 
al and individual investor. 


Rudy Jenkins, left, manager of branch liaison in (he Eastern 
Operations Service Center discusses new programs with Edward 
McLeod, senior vice president and member of the management 
committee of Dean Witter Reynolds Inc., at the World Trade 
Center. 


mately $66 million was raised during the special 
offering period. Also, InterCapitai has created 
three new money market funds in conjunction with 
the Active Assets Account program. InterCapitai 
currently serves an investor base of over 500,000 
clients, and its investment results place it among 
the better performing of ad investment managers. 
The new IRA accounts are expected to be larger 
users of InterCapitai funds. Also, InterCapitai 
manages the “Sears U.S. Government Money 
Market Trust.” 



During 1981, InterCapitai completed the initial 
offering of InterCapitai Natural Resource Fund 
and Dividend Growth Securities Inc. Approxi- 


Dean Wiltcr Reynolds 
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This ongoing momentum enhances the special 
efforts being made to develop the highly competi¬ 
tive ERISA money management business. Early 
responses to InterCapital’s efforts in this area ap¬ 
pear promising, as indeed does the outlook for In¬ 
terCapitai this new year. 
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Equal Opportunity Report 


During the past three years, Sears reduced its 
work force by 57,768 persons which represents a 
14.6 per cent decline. In this same time span, the 
proportion of minorities in our total work force has 
increased from 19.9 per cent to 22 per cent. Blacks 
now represent 14.6 per cent of total employment 
and Hispanics represent 6 per cent. 

During the same period of substantial 
employment reductions, Sears reduced the 
number of Officials and Managers positions by 
14,358 or 28 per cent. In spite of this reduction, 
the proportion of women and minorities in the 
Officials and Managers category increased from 
43.4 to 44.3 per cent. Women now hold 38.2 per 
cent of these positions, Blacks hold 6.8 per cent 
and Hispanics hold 3.1 per cent. With full 
recognition that women and minorities tend to 
have shorter service as Officials and Managers, we 
believe these figures to be very significant in the 
instance of such major work force reductions. 


Sears movement of women and minorities into 
management positions has far exceeded gains 
made by those groups nationally. The women’s 
share of such jobs in Sears is almost one and a half 
times greater than in the national work force, and 
the minority share, which has doubled nationally 
since 1966, has grown elevenfold in Sears. 

In addition, Sears has continued both Tower 
Ventures, Inc., its Minority Enterprise Small 
Business Investment Company which provides 
basic services for businesses owned by 
disadvantaged Americans, and its programs to 
expand purchases from firms owned and operated 
by women and minorities. 

True commitment to Affirmative Action should 
not be measured by management rhetoric but by 
results. Sears is proud to demonstrate beyond 
question a total and continuing dedication to this 
area of business responsibility especially in this 
difficult economic climate. 


Percentage of Female and Minority Employees in Each EEOC Job Category 

(Categories as defined by Equal Employment Opportunity Commission) 


American Employees in 


Asian/ Indian/ each job 

Pacific Alaskan category (in 


Job Categories 

Female % 

Black % 

Hispan 

c % 

Islander % 

Native % 

thousands) 


Feb. 

Dec. 

Feb. 

Dec. 

Feb. 

Dec. 

Feb. 

Dec. 

Feb. 

Dec. 

Feb. 

Dec. 

Date 

’66 

’81 

’66 

’81 

’66 

’81 

’66 

’81 

’66 

'81 

’66 

'81 

Officials and Managers 

20.0 

38.2 

.4 

6.8 

.7 

3.1 

.2 

.6 

.1 

.4 

33.4 

36.9 

Professionals 

19.2 

51.4 

.8 

8.9 

.4 

3.6 

.5 

1.6 

.0 

.1 

1.3 

2.9 

Technicians 

48.1 

53.9 

1.1 

16.9 

.7 

6.2 

1.5 

2.1 

.0 

.3 

1.5 

2.5 

Sales Workers 

56.9 

65.3 

3.2 

12.9 

1.5 

5.4 

.6 

1.0 

.1 

.3 

98.7 

118.2 

Office and Clerical 

86.0 

85.3 

3.1 

14.1 

2.0 

6.0 

.6 

1.2 

.1 

.2 

78.6 

83.0 

Craft Workers 

3.8 

8.4 

2,8 

9.7 

2.8 

6.2 

.7 

1.3 

.1 

.4 

20.8 

26.9 

Operatives 

12.0 

13.8 

13.8 

24,4 

3.5 

8.6 

.8 

1.0 

.1 

.3 

23.4 

10.7 

Laborers 

34.3 

37.3 

18.4 

25.2 

6.5 

8.7 

.3 

.9 

.1 

.4 

15.2 

45.8 

Service Workers 

32.3 

41.8 

44.9 

23.6 

2.0 

8.5 

.5 

1.7 

.1 

.3 

9.9 

10.4 

All Categories 

50.7 

56.4 

5.9 

14.6 

2.1 

6.0 

.6 

1.0 

.1 

.3 

282.8 

337.4 


Table compares Sears present employment figures with those in first report after Title VII. Due to this year’s change in the 
company's fiscal year, this report shows December, 1981 figures instead of January, 1982 figures. 
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The Business of Sears, Roebuck and Co. 


Sears, Roebuck and Co., a New York corporation, 
originated from an enterprise established in 1886. 
The company is headquartered in Sears Tower, 
Chicago. 

In conjunction with the acquisition of 
Coldwell, Banker & Company and Dean Witter 
Reynolds Organization Inc. on Dec. 31, 1981 and 
the resulting expansion of the Company’s scope of 
business, designations of the business groups have 
been changed to identify each group and its in¬ 
dustry with names which are already among the 
best known in their fields. The principal business 
groups of the company are now known as: 

Sears Merchandise Group: consists of merchan¬ 
dising, credit and international operations: 

Merchandising distributes broad lines of mer¬ 
chandise and services in the United States. 

Credit initiates and maintains the customer 
credit accounts generated by Merchandising. 

International conducts retail merchandise and 
credit operations in Central and South America, 
Spain, Mexico and Puerto Rico and in Canada 
through Simpsons-Sears Limited (an equity 
affiliate). 

Allstate Insurance Group: provides property- 
liability insurance, life-health insurance and con¬ 
sumer finance services. 


Coldwell Banker Real Estate Group: invests in, 
develops and operates real estate and provides 
various real estate services, which include 
mortgage banking, employee relocation and 
mortgage guaranty insurance. Formed in 
February 1980 as the Seraco Group, the group’s 
name was changed subsequent to the acquisition 
of Coldwell, Banker & Company. Coldwell 
Banker’s activities also include commercial and 
residential real estate brokerage and various 
additional real estate-related services. Allstate 
Savings and Loan Association, which has been in 
the previous Seraco operations since the group’s 
formation, will be included in the results of the 
new Dean Witter Financial Services Group as of 
Jan. 1, 1982. 

Dean Witter Financial Services Group: engages 
in securities brokerage and principal trading 
activity, domestic and overseas investment 
banking, mutual fund and money management, 
savings and loan and related services. This group 
was formed subsequent to the acquisition of Dean 
Witter Reynolds Organization Inc. 
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Sears, Roebuck and Co. 

Five-Year Summary of Consolidated Financial Data 


Operating results millions 

1981 

1980* 

1979* 

1978* 

1977** 

Operating revenues 

$ 27,357 

$ 25,161 

$ 24,528 

$ 24,475 

$ 22,878 

Costs and expenses 

25,375 

23,401 

22,581 

22,381 

21,095 

Interest 

1,520 

1,133 

918 

741 

480 

Operating income 

462 

627 

1,029 

1,353 

1,303 

Per cent of revenues 

1.7 

2.5 

4.2 

5.5 

5.7 

Realized capital gains and other 

184 

62 

87 

32 

(4) 

Income taxes 

10 

99 

320 

509 

513 

Net income 

650 

610 

830 

909 

829 

Per cent return on average equity 

8.2 

8.1 

11.4 

13.4 

13.3 

Financial position millions 

Investments 

$ 13,662 

$ 11,428 

$ 10,064 

$ 9,079 

$ 8,018 

Receivables 

10,745 

8,905 

8,930 

8,612 

8,693 

Property and equipment, net 

3,312 

3,153 

3,061 

2,969 

2,850 

Merchandise inventories 

3,103 

2,715 

2,680 

2,813 

2,709 

Total assets 

34,509 

28,319 

26,991 

25,219 

23,341 

Short-term borrowings 

3,233 

4,436 

4,293 

3,990 

4,237 

Long-term debt 

5,324 

2,965 

2,966 

2,808 

2,327 

Total debt 

8,557 

7,401 

7,259 

6,798 

6,564 

Per cent of debt to equity 

103 

97 

97 

96 

101 

Shareholders’ equity 

8,269 

7,665 

7,446 

7,063 

6,468 

Shareholders' common 
stock investment 

Book value per share (year end) 
Shareholders (Profit Sharing Fund 

$ 23.77 

$24.32 

$23.44 

$21.84 

$20.09 

counted as single shareholder) 

354,050 

349,725 

339,459 

326,086 

286,773 

Average shares outstanding (millions) 

316 

316 

320 

322 

320 

Net income per share 

$ 2.06 

$1.93 

$2.60 

$2.82 

$2.59 

Dividends per share 

$ 1.36 

$1.36 

$1.28 

$1.27 

$1.08 

Dividend payout per cent 

66.0 

70.5 

49.2 

45.0 

41.7 

Market price (high-low) 

20%-1478 

19'/2-14'/2 

2178-1778 

2778-19% 

3 2%-241/8 

Closing market price at year end 

16'/8 

15% 

18 

19% 

2514 

Price/earnings ratio (high-low) 

10-7 

10-8 

8-7 

10-7 

13-9 

‘Restated for change in fiscal year from Jan. 31 

to Dec. 31 (sec note 1, 






page 43). 

** Financial data for 1977 has not been restated for the change in fiscal 
vear; selected data mav not be comparable to data for 1981 through 
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Sears, Roebuck and Co. 

Analysis of Consolidated Operations arid Financial Condition 


Consolidated operating revenues increased $2.2 billion to 
$27.4 billion in 1981, reflecting revenue increases in our 
major business groups. For the three years ended Dec. 31, 
1981, the Sears Merchandise Group continues to be the 
dominant revenue producer followed by the Allstate Insur¬ 
ance Group. 

Operating costs and expenses as a per cent of operating 
revenues were 92.8 per cent in 1981, down slightly from 93.0 
per cent for 1980. Included in operating costs and expenses 
in 1980 were nonrecurring expenses of $86.5 million relating 
to an early retirement incentive of $66.7 million and a cus¬ 
toms settlement provision of $19.8 million. Operating costs 
and expenses in 1979 as a per cent of revenues were 92.1 per 
cent. The increases in operating costs and expenses in 1980 
and 1981 were primarily the result of inflationary pressures 
on insurance claim costs and merchandise costs and ex¬ 
penses. 

Interest expense increased $386.7 million, or 34.1 per 
cent, in 1981 to $1,5 billion as compared to $1.1 billion and 
$918 million in 1980 and 1979, respectively. As reflected 
below, the increased interest expense resulted from both an 
increase in the cost of commercial paper and short-term bor¬ 
rowings as well as increases in the levels of such. 


S millions 

Average commercial 
paper and short-term 
borrowings outstanding 

Average cost of 
commercial paper and 
short-term borrowings 

5 981 

$5,139 

17.1% 

1980 

4,606 

13.5 

1979 

4,267 

11.4 


Primarily as a result of the increased interest expense, 
operating income decreased $164.5 million to $462.1 million 
in 1981 as compared to $626.6 million and $ 1.029 billion in 
1980 and 1979, respectively. 

Realized capital gains and other income increased sig¬ 
nificantly in 1981 principally as the result of the sale of four 
shopping centers. The following is a summary of realized 
capital gains and other income (losses) for the three years 
ended Dec. 31, 1981: 


millions 

1981 

1980 

1979 

Sale of property 

SI 30 

$ 12 

$ 50 

Sale ol securities 

83 

72 

44 

Early extinguishment of debt 

22 

4 

3 

Discount on sales of customer balances 

(22) 

(ID 

(II) 

Equity in real estate joint venture income (loss) 

(13) 

(2) 

3 

Foreign exchange losses 

(6) 

(15) 

(2) 

Other gains and losses, net 

(10) 

2 

— 

Total 

S184 

$ 62 

$ 87 


Income taxes were 1.6, 14.3, and 28.7 per cent of pre¬ 
tax earnings in 1981,1980 and 1979. The effective rates de¬ 
creased principally because of an increase in the ratio of tax 
exempt income of the Allstate Insurance Group to con¬ 
solidated income and the relative contribution of realized 
capital gains to pre-tax income. In addition, 1981 includes a 


$17.7 million tax benefit resulting from the decision to file a 
consolidated tax return for 1980. 

Consolidated net income increased $40.3 million in 
1981 to $650.1 million, reversing the downward trend of the 
previous two years. Net income for 1980 was $609.8 million 
as compared to $829.5 million for 1979. 

Liquidity and capital resources 

The company has traditionally met its operating cash 
requirements through internally generated funds. In 1981, 
net funds internally generated from operations totaled 
$623.0 million, an increase of $68.2 million from $554.8 mil¬ 
lion in 1980 and a decrease from $722.0 million in 1979. 

The major sources of these operating funds include net 
income, depreciation and increases in unearned revenues and 
reserves for insurance claims and policy benefits. These 
funds were used primarily to finance increased portfolio in¬ 
vestments, merchandise inventories, and accounts receivable. 

Dividends paid to shareholders amounted to $410.8 
million in 1981, resulting in net funds available for invest¬ 
ment and financing transactions of $212.2 million, an in- 
creascof$70.5 million,or49.8 percent from $141,7 million 
in 1980 but less than the $326.9 million available in 1979. 
The most significant investment transactions during 1981, 
which totaled $790.0 million, were the acquisitions of Dean 
Witter Reynolds Organization Inc. and Coldwell, Banker & 
Company. Net additions to property and equipment 
amounted to $347.9, $365.7 and $395.8 million in 1981, 
1980 and 1979, respectively. 

Financing transactions in 1981 reflected the com¬ 
pany's re-entry into the long-term debt market after over a 
year of unsettled capital market conditions and record high 
interest rates. In 1981, proceeds of $439.9 million from 
long-term debt issues were obtained in conjunction with the 
company’s desire to increase the proportion of long-term 
fixed rate debt to total debt. 

The establishment of an eight year $2 billion revolving 
credit facility through SR AC has also strengthened the com¬ 
pany’s liquidity position, As a long-term alternative to 
commercial paper, this facility will aid in protecting the 
company from changes in the structure or liquidity of the 
commercial paper market. In addition, at December 31, 
1981, the company had unused lines of bankcredit which ap¬ 
proximated $4.3 billion. In 1981, Sears and SR AC initiated 
a cash management program which will speed the flow and 
concentration of cash balances and provide administrative 
efficiencies. Enhanced cash flow and liquidity are expected to 
result from this cash management program. 

This analysis should be read in conjunction with the discus¬ 
sion of the results of operations and financial condition of 
each of the company's principal business groups beginning 
on page 34 and supplemental financial information on 
page 6 !. 
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Sears, Roebuck and Co. 

Summary of Business Group and Segment Financial Data 


millions 


Year Ended December 31 

Operating Revenues 

1981 

1980* 

1979* 

Sears Merchandise Group 




Merchandising 

$18,229 

$16,831 

$16,813 

Credit 

1,040 

967 

924 

International 

933 

877 

786 

Sears Merchandise Group total 

20,202 

18,675 

18.523 

Allstate Insurance Group 




Property-liability insurance 

5,932 

5,469 

5,083 

Life-health insurance 

737 

602 

572 

Consumer finance 

145 

126 

129 

Allstate Insurance Group total 

6,814 

6,197 

5,784 

Coldwell Banker Real Estate Group 




Real estate 

108 

98 

83 

Related real estate services, includingsavingsand loan operations 

383 

320 

285 

Coldwell Banker Real Estate Group total 

491 

418 

368 

Cor porate 

105 

88 

11 

Inter-group transactions and reclassifications 

(255) 

(217) 

(158) 

Total 

$27,357 

$25,161 

$24,528 


Group Income 

Sears Merchandise Group 


Merchandising 

$352 

$219 

$362 

Credit 

(83) 

(25) 

16 

International 

16 

35 

48 

Sears Merchandise Group total 

285 

229 

426 

Allstate Insurance Group 




Property-liability insurance 

333 

386 

358 

Life-health insurance 

68 

58 

57 

Consumer finance 

5 

6 

7 

Allstate Insurance Group total 

406 

450 

422 

Coldwell Banker Real Estate Group 




Real estate 

74 

11 

31 

Related real estate services, including savings and loan operations 

(12) 

16 

28 

Coldwell Banker Real Estate Group total 

62 

27 

59 

Corporate 

(103) 

(96) 

(77) 

Total 

$650 

$610 

$830 


Assets 

Sears Merchandise Group 


Merchandising 

$ 6,507 

$ 6.149 

$ 6.389 

Credit 

7,282 

7,132 

7.276 

International 

841 

824 

745 

Scars Merchandise Group total 

14,630 

14,105 

14,410 

Allstate Insurance Group 




Property-liability insurance 

8,999 

8,344 

7.535 

Life-health insurance 

1,716 

1,463 

1.334 

Consumer finance 

791 

726 

772 

Allstate Insurance Group total 

11,506 

10,533 

9,641 

Coldwell Banker Real Estate Group 




Real estate 

951 

499 

450 

Related real estate services, including savings and loan operations 

3,423 

3,089 

2,769 

Coldwell Banker Real Estate Group total 

4,374 

3,588 

3,219 

Dean Witter f inancial Services Group 

4,123 

— 

— 

Corporate, excluding goodwill 

465 

536 

225 

Inter-group reclassifications 

(589) 

(443) 

(504) 

Total 

$34,509 

$28,319 

$26,991 


See accompanying financial statements. 

* Restated for change in fiscal year from .Ian. 31 to Dec. 31 (see note I. page 43). 
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Sears Merchandise Group Results 

Even though Merchandising, Credit and International are 
considered to be a single business group, each of their oper¬ 
ating results and financial position are presented separately 
since they are subject to varying cyclical trends and operate 
in differing regulatory and economic environments. 

Merchandising revenues increased 8.3 per cent to a record 
$18.23 billion for 1981. Sales in 1980 and 1979 were essen¬ 
tially flat due to poor economic conditions and intense com¬ 
petition among retailers. This year’s increase reflects the 
effectiveness of Sears aggressive marketing plan, especially 
in the face of a slowing economy which evolved into a reces¬ 
sion in the fourth quarter. 

Net sales of durable merchandise in 1981, 1980 and 
1979 represented 64.3,64.3 and 65.2 per cent, respectively, 
of total net sales. The origin or classification of net sales for 
the past three years follows: 



1981 

1980 

1979 

Sales of general merchandise (includ¬ 
ing catalog counter sales in stores of 
10.0%, 10.4% and 10.4%. and other 
catalog sales of 9.9%, 10.0% and 10.0% ) 

91.6% 

91.7% 

91.9% 

Industrial sales 

2.2 

2.2 

2.1 

Service sales 

6.2 

6.1 

6.0 

Total net sales 

100.0% 

100.0%. 

100.0% 


Merchandising income increased 60.5 per cent to $352.3 
million for 1981. This reversed the negative trend of the 
previous two years when income declined 39.4 and 15,2 
per cent, respectively, and is due primarily to increased sales 
and disciplined expense control. 

Merchandising operating income increased 65.2 per 
cent in 1981 following decreases of 42.2 per cent in 1980 and 
20.4 per cent in 1979. The ratio of operating income to sales 
was 3.4, 2.2 and 3.8 percent in 1981,1980and 1979, respec¬ 
tively. 

The ratio of cost of sales, buying and occupancy 
expenses to sales showed only slight improvement in 1981, 
despite the LIFO charge being $81 million less than the 
previous year. This reflects continued competitive pressures 
and customer price sensitivity. 

A substantial reduction in the ratio of selling and 
administrative expenses to sales contributed to this year’s 
improved performance. Selling and administrative expense 
ratios for 1981,1980 and 1979 were 28.7, 29.4 and 29.2 per 
cent, respectively. This reduction was due to consolidation of 
administrative units, improved expense control, a decrease in 
the work force and the absence in 1981 of a $61 million 
charge for the early retirement program. 

One major expense category which increased in 1981 
was advertising. Advertising expense for newspaper, televi¬ 
sion, radio and other media, excluding catalog costs, in¬ 
creased 17.2 per cent to $633 million. In 1980 advertising ex¬ 
pense increased 10.2 per cent to $540 million following a de¬ 
crease of 6.5 per cent to $490 million in 1979. The ratio of 
advertising expense to sales was 3.5, 3.2 and 2.9 per cent in 
1981, 1980 and 1979, respectively. 


Merchandising Inventories (LIFO basis) increased 15.4 per 
cent to $2.99 billion at December 31, 1981 from $2.59 billion 
at the prior year end. Merchandise on order at year end was 
$3.77 billion compared with $3.75 billion at December 31, 
1980. The inventories are well balanced and should not re¬ 
sult in any unusual mark-downs. 

Funds provided by Merchandising operations were 
$580 million, $440 million and $590 million for 1981,1980 
and 1979, respectively. These amounts include depreciation 
expense of $230 million, $215 million and $216 million. 

Funds applied include net additions to property and 
equipment of $256 million, $274 million and $329 million 
for 1981,1980 and 1979, respectively. Any excess funds gen¬ 
erated by Merchandising are remitted to Corporate, while 
any deficiency of funds is obtained from Corporate. Excess 
funds remitted to Corporate were $164 million, $176 mil¬ 
lion,and $387 million in 1981,1980and 1979, respectively. 

In 1982, Merchandising plans to open 26 stores, six in 
new markets and 20 relocations, resulting in a net addition of 
1.2 million square feet. Additional capital will be allocated 
to remodel existing stores to improve merchandise presenta¬ 
tion and display. 

Credit sales accounted for 53.6, 52.4, and 54.2 per cent of 
gross sales of Merchandising in 1981, 1980 and 1979, re¬ 
spectively. Although the number of credit accounts at 
December 31, 1981 remained stable at 24.5 million when 
compared to the preceding year, the average balance in¬ 
creased from $334 to $352. 

Finance charge revenues, excluding revenues on 
accounts sold, were $ 1,039.6 million in 1981, $967.0 million 
in 1980and $924.0 in 1979, increases of 7.5,4.7 and I.9per 
cent, respectively, from the prior years. 

Credit incurred a loss of $83.3 million in 1981 
following a loss of $25.3 million in 1980 and income of $ 15.5 
million in 1979. The principal reason for the losses in the 
past two years is a narrowing in the spread between revenue 
yields on customer receivable balances and interest costs on 
debt, as shown in the following table: 

1981 5980 1979 

Revenue yield on average receivable 
balances 15.1% 14.5% 14.2% 

Interest rate on average debt 14.4% 11.4% 10.2% 

Interest expense as a per cent of revenue was 66.5, 53.0 
and 45.9 per cent in 1981, 1980 and 1979, respectively. 
While Credit has increased finance charge rates in several 
states, competitive conditions and state usury laws have not 
permitted sufficient revenue increases to offset the full effect 
of higher interest costs. 

The provision for uncollectible accounts was $123.9 
million in 1981, up from $107.0 million in 1980 and $74.2 
million in 1979. Accounts delinquent three or more monthly 
payments were 1.05 per cent as of December 31, 1981, a sub¬ 
stantial improvement from 1.21 per cent the previous year. 
The ratio of net charged-off accounts to credit sales was 1.09, 
1.06 and .69 per cent in 1981, 1980 and 1979, respectively. 
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Credit intends to continue selling selected revolving 
charge account balances (sec note i, page 51) or use other 
alternatives to finance any increase in customer receivables, 
depending on the circumstances at the time. There are no 
capital requirements anticipated other than the financing of 
customer receivables. 

International revenues increased 6.4 per cent in 1981, 
primarily due to increases of 21.4 per cent in Mexico, 26.0 
per cent in Peru and 44.3 per cent in export sales and ser¬ 
vices. Revenues for 1980 increased 11.5 per cent. 

International income declined 53.9 per cent in 1981 to 
$16 million. This decline was principally due to a decrease in 
equity in the net income of Venezuela and Simpsons-Sears 
Limited of $12.7 million, along with increased competitive 
pressures and higher interest costs in the international mer¬ 
chandising environment. Also, 1981 income was adversely 


affected by increased reserves for investments in various 
countries, which were offset, in large part, by favorable in¬ 
come tax adjustments. The principal reasons for the decline 
in net income of $1 3.6 million in 1980 were an $8.6 million 
reduction in equity in net income of Venezuela and 
Simpsons-Sears, and the lack of capital gains. 

In 1981 International adopted Statement No. 52 of the 
Financial Accounting Standards Board which established 
new principles of accounting for currency exchange gains 
and losses. This change increased International’s net income 
by $8.7 million in 1981. 

International has historically been financed through 
internally generated funds and local borrowings. In addition 
the Brazilian and Puerto Rican corporations sell customer 
accounts receivable to banks and finance companies. 


Allstate Insurance Group Results 

Insurance premiums and all other revenues earned by the 
Allstate Insurance Group totaled $6.8 billion in 1981 and 
$6.2 billion in 1980, increases of 10.0 and 7.1 per cent re¬ 
spectively from the prior years. The increases in revenues 
were principally from premiums earned on property-liability 
lines of insurance together with significant gains in invest¬ 
ment income in both years. Competition, particularly with 
regard to price, has been severe and the market expansion 
has been relatively small in both 1981 and 1980. 

Allstate Insurance Group income was $406.3 million 
for 1981 and $450.4 million for 1980, down $44.1 million 
and up $28.6 million respectively as compared to the prior 
years. Decreases in property-liability insurance underwrit¬ 
ing results in both 1981 and 1980 were substantially offset by 
related tax benefits and increases in investment income, 
realized capital gains and life insurance earnings. 

Underwriting results of the property-liability insur¬ 
ance industry deteriorated in both 1981 and 1980. Allstate’s 
property-liability insurance operations had a combined ratio 
of claims and expenses to premiums earned of 106.8 for 1981 
compared to 101.9 in 1980 and 100.9 in 1979. 

The average cost of the various classes of claims con¬ 
tinued to increase sharply in 1981 and in 1980. Rate in¬ 
creases, which affected premiums earned, partially compen¬ 
sated for the higher costs in both years. The auto claim 
frequency rate, which had been improving the last few years, 
leveled off in 1981 and did not help offset the increasing 
claim costs. Continued deterioration in the automobile 
liability insurance line, where Allstate has a sizeable part of 
its business, was a major factor in the increases in the com¬ 
bined ratios for both 1981 and 1980. 

Pre-tax net investment income for the property-liabili¬ 
ty insurance companies increased $79.1 million or 18.4 per 
cent to $5)0 million in 1981 as compared to $430.9 million 
in 1980. For 1980 the increase was $47.2 million or 12.3 per 


cent over the 1979 amount of $383.7 million. The increases 
reflect both a greater amount of funds invested and a higher 
yield on the portfolio. 

Life insurance in force rose $5.4 billion during 1981 to 
$34.3 billion. In 1980 it rose $2.5 billion. Life-health insur¬ 
ance premium income of $625.3 million in 1981 was up 
$120.2 million from the previous year. Significant increases 
were recorded in the sales of group life-health lines as well as 
in the personal life lines in 1981. During 1980, life-health in¬ 
surance premiums increased $19.3 million to $505.1 million 
as compared to 1979. Income from life-health insurance 
operations, before income taxes and realized gains for years 
1981 and 1980, totaled $82.4 and $72.8 million respectively. 
The increases were $9.6 and $0.3 million from the prior years. 

Income for the consumer finance companies, before in¬ 
come taxes, was $9.9 million in 1981 down from $12.1 mil¬ 
lion in 1980 and $12.7 million in 1979. Revenues were up 
14.5 per cent in 1981, as compared to 1980, due to a higher 
gross yield on loans, but not enough to offset the record high 
cost of money. Revenues and income were fiat when year 
1980 is compared to 1979. 

Net capital gains realized from sales of stocks, bonds 
and other investments in 1981 amounted to $82.6 million 
before income taxes, up from $72.9 million recorded in 1980. 
The 1980 amount was a substantial increase from the 1979 
total of $44.7 million. Allstate’s portfolio of marketable 
equity securities consisting of common and preferred stocks 
showed a pre-tax net unrealized gain of $68.1 million at the 
end of 198] compared with $272.6 million at year-end 1980. 
The comparable amount for 1979 was $112.3 million. 

During 1981, the Allstate Insurance Group generated 
$ 1 billion in new funds from operations compared with $933 
million in 1980 and $849 million in 1979. In the past three 
years dividends of$ 190, $190 and $175 million were paid to 
the parent company. Sears. This was equivalent to 46.8,42.2 
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and 41.5 percent of the net income of the Allstate Insurance 
Group for the respective periods. More than $2 billion was 
added to the investment portfolio during the past three years. 

The Allstate Insurance Companies have no debt for 
borrowed funds . Allstate’s consumer finance business is sup¬ 
ported by capital, long-term debt, and short-term funds ob¬ 
tained primarily through the placement of commercial paper 
and borrowing under short-term agreements with certain 
bank trust departments. During 1979, $50 million of 9% per 
cent senior notes, due March 15, 1986, were sold. Proceeds 
from this additional long-term debt were used to reduce 
short-term debt. 

Allstate expects its operations will continue to gener¬ 
ate satisfactory cash flow, which should result in an increase 
in the investment portfolio. Allstate anticipates that 
dividends will continue to be paid to Sears. 


Analysts of the property-liability insurance busi¬ 
ness predict that underwriting results of the industry will 
continue a downward trend in 1982. Any change in the com¬ 
bined ratio of claims and expenses to premiums earned for 
Allstate's property-liability insurance business from 1981 is 
expected to be modest. Competition in the insurance in¬ 
dustry together with regulatory and consumer pressures on 
prices and pricing systems will be deterrents to obtaining 
adequate premium rates. 

Investment income should show a gain again in 1982 
but at a lesser rate of increase than in past years. Additional 
funds generated by operations will become available for in¬ 
vestment and also favorable yields on newer investments 
should tend to increase the yield of the portfolio overall. Net 
income from life insurance is expected to grow with an in¬ 
crease in business volume. 


Coldwell Banker Real Estate Group Results 


Total Group revenues of $491.1, $418.3 and $368.3 
million in 1981, 1980 and 1979 represent increases of 17.4, 
13.6 and 21.2 per cent from the prior years. All three com¬ 
ponents of revenues (rentals, interest, and mortgage guaran¬ 
ty insurance) contributed to these increases. Operating re¬ 
sults for 1981 do not include Coldwell, Banker & Company, 
which was acquired on Dec. 31, 1981. 

Revenues for real estate rentals and services increased 
10 per cent compared to an 18.3 per cent increase in 1980. 
Factors that affected real estate revenue included higher 
rents from lease renewals, changes in tenant mix and rent es¬ 
calators tied to indicies, such as retail sales or the consumer 
price index. Rental and service fees also reflect the addition 
of four new shopping centers during the years 1979 through 
1981, less the effect of one center sold in 1979 and four in 
1981. 

Interest and fees on mortgage loans increased 20.7 per 
cent in 1981 and 12.4 per cent in 1980. The rise in interest 
revenues occurred mainly in the savings and loan association 
and were the result of new loans made at current market 
rates and an increase in the size of the mortgage loan port¬ 
folio. Consistent with the thrift industry in general, lending 
policies have been shifted from fixed rate long-term loans to 
investments subject to rate adjustments over the term of the 
loan. 

Mortgage guaranty insurance premium revenues in¬ 
creased 11.4 per cent to $38 million in 1981 despite a gen¬ 
eral decline in residential real estate activity. Mortgage in¬ 
surance in force grew to $ 10.4 billion at year end 1981 from 
$8.9 billion a year earlier. 

Group net income was $62.2 million in 1981, an in¬ 
crease of $35.2 million over 1980, following a decrease of 
$32.4 million from 1979. The operating loss of $24.2 million 
in 1981 reflected the continuing problems in the savings 
and loan industry, but the loss was more than compensated 


for by $75.9 million of after tax gains on the sale of property. 
These gains arose principally from the sale of four mature 
shopping centers and various parcels of peripheral land. In 
1980 net income included an after tax gain of $4.0 million 
primarily from peripheral land sales. In 1979, the Group 
sold one wholly-owned center and its interest in one joint 
venture for an after tax gain of $21.9 million. 

Steep rises in the cost of funds during 1981 resulted in 
unprecedented losses from operations for the savings and 
loan industry. While gains were made on the overall yield of 
mortgage loans and investments in the portfolio of Allstate 
Savings and Loan Association, substantial increases in the 
cost of savings accounts and other borrowings resulted in a 
negative margin during the year. This increase in the cost of 
funds was the main factor contributing to the decline in 
operating income for the group. 

General and administrative expenses, which include 
Homart’s cost related to the operation of wholly-owned 
shopping centers, increased 27.5 per cent in 1981 and 9.2 per 
cent in 1980. The 1981 increase was primarily due to 
salaries, travel and other overhead expenses associated with 
expansion of real estate development and mortgage insur¬ 
ance activities, as well as normal cost escalations. 

The Group’s share in the combined results of joint 
ventures was a loss of $12.6 million in 1981 compared to a 
$ 1.8 million loss in 1980 and a profit of $2.7 million in 1979. 
The declines in 1981 and 1980 are principally due to rapid 
expansion in joint venture shopping center development. In¬ 
terest and operating expenses exceeded rental income at four 
centers opened in 1980 and the five additional centers 
opened in 1981, reflecting start up conditions before oc¬ 
cupancy and rentals reach normal levels. 

The effective income tax rate for 1981 was 22.4 per 
cent compared with 36.8 per cent in 1980, and 35.9 per cent 
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in 1979. The decrease in 1981 is primarily the result of 
increased capital gains. 

Funds from operations were $213 million in 1981 com¬ 
pared to $82.4 million in 1980 and $119.9 million in 1979. 
Other sources of funds are principally from collection of 
loans, increases in savings accounts (except for a slight de¬ 
cline in 1981) and increases in borrowings. The principal 
uses of funds are for loan originations and development of 
real estate properties. The capital contribution in 1981 was 
primarily used to acquire the net assets of Coldwcll Banker. 

Federal Home Loan Bank Board rules require federal¬ 
ly insured savings and loan associations to maintain specified 
liquidity levels. During December 1981, the savings and loan 
maintained average liquid assets of 6.7 per cent of the 
liquidity base (savings accounts and other borrowings due 
within one year) compared to the 5 per cent Federal require¬ 
ment. Collections of loans, which include customer loan 
repayments and sales of loans in the secondary market, 
amounted to $232.3 million in 1981, compared to $304.9 
million in 1980 and $516.1 million in 1979. Customer loan 
repayments are significantly influenced by general economic 


conditions, mortgage interest rates and the residential real 
estate market. In addition to the collection of loans, the sav¬ 
ings and loan is also able to meet its lending requirements by 
borrowing from the Federal Home Loan Bank. These bor¬ 
rowings increased $93.3 million in 1981 and $ 132.7 million 
in 1980. Savings accounts decreased $5.7 million during 
1981, after an increase of $151.9 million in 1980 of which 
$77.1 million was attributable to savings accounts of a com¬ 
pany acquired that year. 

Homart’s liquidity sources for the operation and 
development of wholly-owned real estate properties, mainly 
shopping centers, are cash flows from center operations, 
revenues from real estate sales and borrowings on real estate 
properties. At year end 1981, joint venture shopping center 
properties and properties under development totaled $505.7 
million. Borrowings for these properties were $506.7 million 
which is comprised of construction loans with banks of 
$237.1 million and collateralized mortgages and other long¬ 
term debt of $269.6 million. Homart, with its partners, has 
jointly and/or severally guaranteed $237.8 million in joint 
venture borrowings at year end 1981. 


Dean Witter Financial Services Group 


Dean Witter is engaged principally in providing investment 
services; accordingly, its statement of financial position 
reflects a high degree of liquidity with most assets readily 
convertible into cash. 

Dean Witter finances portions of its inventory and 
client margin accounts with short-term borrowings. In addi¬ 
tion, securities sold under repurchase agreements are used to 
facilitate the financing of securities, particularly money 


market instruments. Letters of credit are utilized in lieu of 
cash or security margin deposits required by various clearing 
associations, wherever possible. Non-interest bearing liabil¬ 
ities such as free credit balances from customers, payables to 
brokers on security transactions and other liabilities are also 
an important source of funds to the Dean Witter Financial 
Services Group. 
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Accountants' Report 

To the Shareholders and Board of Directors of 
Sears, Roebuck and Co.: 

We have examined the Consolidated Statements of Financial Position 
of Sears, Roebuck and Co. and Consolidated Subsidiaries as of 
December 31, 1981 and 1980 and the related Consolidated Statements 
of Income, Shareholders’ Equity and Changes in Financial Position 
for each of the three years in the period ended December 31, 1981. 

Our examinations were made in accordance with generally accepted 
auditing standards and, accordingly, included such tests of the 
accounting records and such other auditing procedures as we 
considered necessary in the circumstances. 

In our opinion, the financial statements referred to above present 
fairly the financial position of Sears, Roebuck and Co. and Consolidated 
Subsidiaries as of December 31, 1981 and 1980, and the results of their 
operations and the changes in their financial position for each of the three 
years in the period ended December 31, 1981, in conformity with generally 
accepted accounting principles applied on a consistent basis. 



Chicago, Illinois 
March 23, 1982 
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Sears, Roebuck and Co. 
Consolidated Statements of Income 


millions, except per share data Year Ended December 31 



1981 

1980* 

1979 

Operating revenues 

$ 27 , 357.4 

$25,161.0 

$24,527.8 

Operating expenses 

Costs and expenses 

25 , 375.4 

23,314.7 

22,581.4 

Nonrecurring expenses 

Retirement incentive (note 3) 

_ 

66.7 


Customs settlement provision 

— 

19.8 

— 

Interest 

1 , 519.9 

1,133.2 

917.5 

Total operating expenses 

26 , 895.3 

24,534.4 

23.498.9 

Operating income 

462.1 

626.6 

1,028.9 

Realized capital gains and other 

183.6 

61.8 

86.7 

Income before income taxes, equity in net income of unconsolidated 
companies and minority interest 

645.7 

688.4 

1,115.6 

Income taxes (benefit) (note 5) 

Current operations 

27.8 

98.7 

320.2 

Consolidated tax return adjustment 

( 17 . 7 ) 

— 

— 

Equity in net income of unconsolidated companies and minority interest 

14.5 

20.1 

34.1 

Net income 

$ 650.1 

$609.8 

$829.5 

Per share 

$ 2.06 

S1.93 

$2.60 

Average shares outstanding 

315.6 

315.7 

319.5 


See accompanying notes which include the summarized Group related financial statements. 
’Restated (sec note I. page 43). 


Responsibility for financial statements 


The financial statements, including the financial analysis 
and all other information in this annual report, are the re¬ 
sponsibility of the company. The financial statements herein 
have been prepared from accounting records which the com¬ 
pany believes fairly and accurately reflect its transactions 
and financial position. The company has established a sys¬ 
tem of internal control which it believes provides reasonable 
assurance that, in all material respects, assets are main¬ 
tained and accounted for in accordance with management’s 
authorizations and transactions are recorded accurately on 
the books and records. 

The company's comprehensive internal audit program 
is designed for constant evaluation of the adequacy and ef¬ 


fectiveness of the internal controls and measures adherence 
to its established policies and procedures. The company’s 
formally slated and communicated policy demands of em¬ 
ployees high ethical standards in their conduct of its business. 

The Audit Committee of the Board of Directors is 
comprised entirely of directors who are not employees of the 
company. The committee reviews audit plans, internal con¬ 
trols, financial reports and related matters and has unre¬ 
stricted access to the public accountants and to the internal 
auditors with or without management attendance. 

Touche Ross & Co., independent certified public ac¬ 
countants, have examined the financial statements of the 
company. Their opinion on the financial statements is pre¬ 
sented on page 38 of this report. 
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Sears , Roebuck and Co. 

Consolidated Statements of Financial Position 


millions 


December 31 


1981 

1980* 

Assets 



Investments 



Bonds and redeemable preferred stocks (estimated market $4,310.5 and $4,543.7) 

$ 6,691.3 

S 6,170.5 

Mortgage loans 

3,311.6 

3,139.1 

Common and preferred stocks (cost $1,344.4 and $1,166.1) 

1,412.5 

1,438.7 

Trading account securities owned — at market value 

1,274.2 

— 

Real estate 

813.4 

588.1 

Other 

158.8 

91,3 

Total investments 

13,661.8 

1 1,427.7 

Receivables 



Retail customers 

7,552.0 

7,372.9 

Brokerage customers 

1,464.0 

— 

Insurance premium installments 

646.1 

589.2 

Finance installment notes 

512.3 

591.2 

Other 

570.4 

351.7 

Total receivables 

10,744.8 

8,905.0 

Property and equipment, net 

3,311.6 

3,153.1 

Merchandise inventories 

3,103.1 

2,714.5 

Cash and invested cash 

1,170.7 

847.8 

Securities purchased under agreements to resell 

832.1 

— 

Prepaid expenses and deferred charges 

480.4 

437.1 

Investments in unconsolidated companies 

435.2 

531.0 

Other assets 

769.7 

303.2 

Total assets 

34,509.4 

28,319.4 

Liabilities 



Long-term debt (note 8) 

5,323.6 

2,965.3 

Reserves for insurance claims and policy benefits 

5,264.1 

4,507.5 

Short-term borrowings (note 7) 

3,233.4 

4,436.1 

Accounts payable and other liabilities 

3,114.6 

2,186.9 

Savings accounts and advances from Federal Home Loan Bank 

2,783.6 

2,696.1 

Unearned revenues 

2,514.8 

2,300.2 

Securities sold under repurchase agreements 

1,564.3 

— 

Deferred income taxes 

1,441.2 

1,562.6 

Payable to brokerage clients 

1,000.9 

— 

Total liabilities 

26,240.5 

20,654.7 

Commitments and contingent liabilities (notes 3, 9, 11 and 12) 



Shareholders' equity (note 11) 



Common shares ($.75 par value) 

268.5 

244.0 

Capital in excess of par value 

1,143.9 

640.5 

Retained income 

7,041.2 

6,820.2 

Treasury stock (at cost) 

(186.7) 

(192.4) 

Unrealized net capital gains on marketable equity securities 

48.5 

152.4 

Cumulative translation adjustments (note I) 

(46.5) 

— 

Total shareholders' equity 

$ 8,268.9 

$ 7,664.7 

Total shares outstanding 

347.9 

315.2 I 


See accompanying notes which include the summarized Group related financial statements. 
‘Restated (see note 1, page 4 3 ). 
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Sears, Roebuck and Co. 

Consolidated Statements of Shareholders' Equity 


Year Ended December 31 



1981 

1980* 

1979* 

1981 

1980* 

1979* 


millions 



shares in 

thousands 


Preferred shares; authorized 50 million shares, 
$1.00 par value, none issued. 

Common shares — $.75 par value, 500 million 
shares authorized; issued as follows: 

Balance, beginning of year 

$ 244.0 

$ 243.5 

$ 243.0 

325,335.0 

324,647.2 

323,902.8 

Issued for acquired companies (note 2) 

24.5 


— 

32,619.3 

— 

— 

Issued under incentive compensation plan 

— 

— 

- 

27.0 

7.7 

61.7 

Dividends reinvested 

— 

.5 

.5 

— 

680.1 

682.7 

Stock options exercised 

— 

— 

— 

13.9 


— 

Balance, end of year 

268.5 

244.0 

243.5 

357,995.2 

325,335.0 

324,647.2 

Capital in excess of par value 

Balance, beginning of year 

640.5 

629,5 

614.9 




Issued for acquired companies 

508.8 

— 

— 




Issued under incentive compensation plan 

.4 

.1 

1.2 




Dividends reinvested 

— 

11.0 

13.0 




Stock options exercised and other changes 

_ (5.8) 

(.1) 

.4 




Balance, end of year 

1,143.9 

640.5 

629.5 




Retained income 

Balance, beginning of year 

6,820.2 

6,639.8 

6,218.9 




Net income 

650.1 

609.8 

829.5 




Dividends ($1.36, $1.36 and $1.28 per share) 

(429.1) 

(429.4) 

(408.6) 




Balance, end of year 

7,041.2 

6,820.2 

6,639.8 




Treasury stock (at cost) 

Balance, beginning of year 

(192.4) 

(142.9) 

(10.5) 

(10,167.6) 

(7,084.6) 

(508.0) 

Purchased 

(5.1) 

(54.3) 

(132.4) 

(299.8) 

(3,331.7) 

(6,576.6) 

Exchanged for Sears debt (note 8) 

Issued to subsidiary in connection with 

30.3 

— 

— 

1,606.0 

— 

— 

acquisition (note 2) 

(37.8) 

— 


(2,216.4) 


— 

Reissued under dividend reinvestment plan 

18.3 

4.8 

- 

970.5 

248.7 

— 

Balance, end of year 

(186.7) 

(192.4) 

(142.9) 

(10,107.3) 

(10,167.6) 

(7.084.6) 

Unrealized net capital gains (losses) on 
marketable equity securities 

Balance, beginning of year 

152.4 

76.0 

(3.4) 




Net increase (decrease) 

(103.9) 

76.4 

79.4 




Balance, end of year 

48.-5 

152.4 

76.0 




Cumulative translation adjustments (note J) 

Initial application of SEAS No. 52 

(29.3) 






Unrealized exchange adjustments 

(17.2) 






Balance, end of year 

(46.5) 






Total shareholders' equity and shares 







outstanding 

$8,268.9 

$7,664.7 

$7,445.9 

347,887.9 

315.167.4 

317,562.6 


See accompanying notes which include the summarized Group related financial statements. 
'Restated (see note 1. page 43). 
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Sears, Roebuck and Co. 

Consolidated Statements of Changes in Financial Position 


millions 


Year Ended December 31 


1981 

1980* 

1979i 

Sources of operating funds 

Net income 

$ 650.1 

$ 609.8 

$ 829.5 

Depreciation 

294.7 

273.8 

264.6 

Reserves for insurance claims and policy benefits 

656.6 

345.1 

410.8 

Unearned revenue 

212.1 

183.9 

74.1 

Deferred income taxes 

( 18 . 4 ) 

(68.8) 

163.1 

Dividends from unconsolidated companies greater (less) than equity in 
net income 

( 16 . 4 ) 

5.2 

(27.6) 

From operations 

1 , 778.7 

1,349.0 

1,714.5 

Accounts payable and other liabilities 

373.5 

137.7 

(39.1) 

Net increase in savings account deposits and advances from Federal 

Home Loan Bank 

87.5 

284.7 

277.5 

Total available operating funds 

2 , 239.7 

1,771.4 

1,952.9 

Uses of operating funds 

Net investment additions 

803.6 

984.4 

576.7 

Increase (decrease) in merchandise inventories 

388.6 

34.5 

(133.3) 

Increase in receivables 

336.7 

33.4 

332.7 

Net additions to mortgage loans and finance installment notes 

49.7 

175.3 

340.8 

Increase (decrease) in prepaid expenses, deferred charges and other assets 

38.1 

(11.0) 

114.0 

Total operating funds used 

1 , 616.7 

1,216.6 

1,230.9 

Net funds generated from operations 

623.0 

554.8 

722.0 

Dividends paid to shareholders, net of reinvested amounts 

410.8 

413.1 

395.1 

Funds available before investment and financing transactions 

212.2 

141.7 

326.9 

Investment in acquired companies (note 2) 

( 790 . 0 ) 

— 

— 

Common stock issued for acquired companies 

495.5 

— 

— 

Additions to property and equipment, less dispositions 

( 347 . 9 ) 

(365.7) 

(395.8) 

Proceeds from long-term debt 

439.9 

— 

158.0 

Repayment of long-term debt 

( 127 . 5 ) 

(26.2) 

(21.5) 

Net increase in short-term borrowings 

264.8 

169.1 

323.7 

Treasury stock reissued, net of purchases 

25.2 

(54.3) 

(132.4) 

Net investment and financing transactions 

( 40 . 0 ) 

(277.1) 

(68.0) 

Increase (decrease) in cash and invested cash 

$ 172.2 

$ (135.4) 

$ 258.9 


See accompanying notes which include the summarized Group related financial statements. 
’Restated (see note l, page 43). 
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Notes to Consolidated Financial Statements 


Summary oj significant accounting policies 
Basis of presentation 

The consolidated financial statements include the accounts 
of Sears, Roebuck and Co. and a!! domestic and significant 
international companies in which the company has more 
than a 50% equity ownership, except those engaged in man¬ 
ufacturing. 

Included as an integral part of the consolidated fina ti¬ 
dal statements are, beginning on page 48, separate summa¬ 
rized financial statements and notes for each of the com¬ 
pany’s business groups as well as the significant accounting 
policies unique to each group and the summary of business 
segment financial data presented on page 33. Unaudited 
Supplemental Financial Information regarding inflation is 
presented on pages 61 and 62. 

The income of the business groupsexdudes corporate 
revenues and expenses which are designated as "Corporate’ 
(see note 6, page 45). 

Basis for assignment of debt and related interest expense 
Debt and the related interest expense have been assigned to 
the business groups as incurred by those groups. Corporate 
debt is legally the responsibility of Sears, Roebuck and Co., 
Sears Roebuck Acceptance Corp. (SRAC) or Sears Over¬ 
seas Finance N.V.; the management of these units is respon¬ 
sible to Corporate and the debt financing decisions of these 
units arise from Corporate needs. A portion of the pooled 
Corporate debt is allocated on a consistent basis to credit 
operations to the extent necessary to finance domestic cus¬ 
tomer receivables. The remaining portion of Corporafedebt 
has not been allocated to the business groups but has been 
combined with internally generated funds for various Cor¬ 
porate purposes such as dividends, acquisitions, non-port¬ 
folio investments and stock repurchases. 

Income taxes 

The investment tax credit is reflected as a reduction in cur¬ 
rent income taxes (flow-through method). 

The results of operations of the business groups, except 
life insurance and international operations, are included in 
the consolidated federal income tax return of Sears, 
Roebuck and Co. Tax liabilities and benefits are allocated 
as generated by the respective business groups, whether or 
not such benefits would be currently available on a separate 
return basis. U.S. income and foreign withholding taxes are 
not provided on unremitted earnings of international 
affiliates which the company considers to be permanent in¬ 
vestments. The cumulative amount of unremitted income of 
$259.3 million at Dec. 3 ], 1981 would require additional tax 
payments of $47.5 million, if remitted. 

Property and depreciation 

Depreciation is provided principally by the straight-line 
method. 

Goodwill 

Other assets include goodwill of $358.9 million at Dec. 31. 
1981. Goodwill represents the excess of the purchase price 
over the fair value of the net assets of businesses acquired 


and is being amortized on a straight-line basis over forty 
years. 

Assignment of profit sharing expense 
The company contribution to The Savings and Profit Shar¬ 
ing Fund of Sears Employees is allocated to the business 
groups and Corporate based on 6 per cent of their respective 
earnings or losses before federal income taxes and profit 
sharing contribution. 

/. Accounting changes 

In 1981 the company changed its financial reporting period 
to a Dec. 31 year end from a fiscal year ending Jan. 31. This 
change was precipitated by the decision to file a consolidated 
federal income tax return. The Consolidated and summar¬ 
ized Group financial statements herein are presented on a 
calendar year basis. 

Coincident with the change in its fiscal reporting 
period, the company modified its method of accounting for 
merchandise returns and allowances and compensated ab¬ 
sences as prescribed by Statements No. 48 and 43, respec¬ 
tively, of the Financial Accounting Standards Board. These 
new accounting rules require that the financial statements 
reflect estimated future sales returns and allowances and 
vacation liabilities. In previous periods, merchandise returns 
and allowances were recorded on a cash basis and vacation 
liabilities were accrued as the employee’s right to this benefit 
vested. 

The financial statements previously reported have 
been restated for the changes noted as follows: 


millions Net Income Retained Income 



1980 

1979 

Through 1978 

As previously reported on a 
fiscal year basis (January 

31) 

$606.0 

$810.1 

$6,262.4 

Ncl effect of: 

Change in fiscal 
reporting period 

4.9 

16.4 

12.0 

Establishmcnl of 
reserve for future 
returns and allowances 

(ID 

2.9 

(47.6) 

Change in vacation 
accrual 

_ 

.1 

(7.9) 

As restated 

$609,8 

$829.5 

$6,218.9 


The financial statements of the company's internation¬ 
al subsidiaries for the year ended Dec. 31. 1981 have been 
translated to U.S. dollars in accordance with SPAS No. 52, 
“Foreign Currency Translation". The new method of ac¬ 
counting increased 1981 net income by $7.1 million ($.02 
per share). 

2. Acquisitions 

Effective Dec. 31, 1981, Sears acquired Dean Witter 
Reynolds Organization Inc. (Dean Witter), a broker 
dealer and investment banker, and Coldwell, Banker & 
Company (Coldwell Banker), a real estate and real estate- 
related service company. 

Sears acquired 37 per cent of the outstanding common 
stock of Dean Witter for $227.3 million in a cash tender 
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Notes to Consolidated Financial Statements continued 


offer that expired on Nov. 10, 1981 and received the remain¬ 
ing common stock in exchange for 23.6 million Sears com¬ 
mon shares on Dec. 31, 1981. The total cost of the acquisi¬ 
tion, including expenses, was $610 million. 

Sears increased its ownership of Coldweli Banker from 
17.5 per cent to 46.2 per cent in a cash tender offer amount¬ 
ing to $61.9 million that expired on Nov. 6, 1981 and re¬ 
ceived the remaining common shares in exchange for 9 
million shares of Sears common stock on Dec. 31, 1981. The 
total cost of the acquisition was $202 million, including ex¬ 
penses and S22 million expended in prior years to acquire a 
17.5 per cent ownership. 

The company’s share of equity in the operating results 
of these companies from the expiration of the tender offers to 
Dec. 31, 1981 is included in other income. 

Both acquisitions have been accounted for as pur¬ 
chases. Assets acquired and liabilities assumed arc sum¬ 
marized as follows: 


millions 

December 31, J981 

Assets acquired 



Accounts receivable 


$1,582.0 

investments 


2,288.0 

Property and equipment 


103.1 

F.xcess of cost over fair value of assets acquired 


358.9 

Other assets 


264.7 

Liabilities assumed 



Securities sold under repurchase agreements 


1,564.3 

Short-term borrowings 


532.5 

Other liabilities 


1,687.9 

Less, investment prior to acquisition 


22.0 

Net investment in acquired companies 


$790.0 

The pro forma combined results of operations. 

assum- 

ing both acquisitions had occurred on Jan 

. 1,1980 and after 

giving effect to the issuance of stock, interest on cash expend¬ 
ed, amortization of goodwill, additional depreciation of 
revalued assets, and exclusion of certain nonrecurring acqui- 

sition-related expenses, are as follows: 

Scars 

Pro forma 

millions, except per share data 

as reported 

combined 

1981: Operating revenues 

$27,357.4 

$28,666.7 

Net income 

650.1 

654.7 

Net income per share 

2.06 

1.88 

1980: Operating revenues 

25,161.0 

26.273.3 

Net income 

609.8 

633.1 

Net income per share 

1.93 

1.82 


3. Retirement plans 

Expenses for retirement benefit plans were as follows: 
millions Year Ended December 31 



1981 

1980 

1979 

Pension plans 

$ 259.0 

$263.1 

$252.5 

Contribution to The Savings and Profit 
Sharing Fund of Sears Employees 

37.2 

40.6 

60.2 

Retirement incentive 

- 

66.7 

— 

Other plans 

19.4 

12.2 

12.2 

Total 

$ 315.6 

$382.6 

$324.9 


Pension 

Substantially all full-time domestic employees and certain 
part-time employees are eligible to participate in noncon¬ 
tributory pension plans after meeting age and service re¬ 
quirements. Pension benefits are based on length of service, 
average annual compensation and, in certain plans. Social 
Security benefits. The company expenses and funds the cur¬ 
rent costs of its qualified pension plans. 

Plan benefits and net assets for the company’s domes¬ 
tic defined benefit plans, as of Jan. 1, 1981 and 1980, are as 
follows: 

millions 



1981 

1980 

Plan benefits 

Vested 

N on-vested 

$ 1 , 478.1 

125.5 

$1,178.3 

111.3 

Total plan benefits 

$ 1 , 603.6 

$1,289.6 

Net assets available for plan benefits 

$ 1 , 379.4 

S 945.0 


Vested and non-vested plan benefits represent the ac- 
tuarially computed present value of pension benefits which 
employees have earned based upon compensation and length 
of service assuming voluntary termination of employment as 
of Jan. 1, 1981 and 1980 (vested benefits), or have accrued 
irrespective of vesting provisions of the plan (total plan ben¬ 
efits). The weighted average assumed rate of return used in 
determining the present value of plan benefits was 6 per cent. 

Sears, Allstate and Dean Witter have non-qualified 
unfunded pension plans to supplement their primary pension 
plans. These additional plans ensure that retired employees 
can be paid their total accrued benefits under the benefit for¬ 
mula. 

Profit sharing 

Employees of Sears and certain domestic subsidiaries are 
eligible to become members of The Savings and Profit Shar¬ 
ing Fund of Sears Employees. The company contributes 6 
per cent of consolidated income, as defined, before federal 
income taxes and profit sharing contributions. 

Retirement incentive 

In Sept. 1980, Sears offered an early retirement incentive 
plan to selected management employees in Corporate and 
the Sears Merchandise Group. 

4. Supplementary income statement information 


millions Year Ended December 31 



1981 

1980 

1979 

Advertising costs (excluding catalog) 

$ 680.1 

$586.0 

$535.2 

Maintenance and repairs 

185.2 

187.3 

181.2 

Taxes, other than payroll and income 

premiums 

118.4 

107.5 

89.3 

property 

120.2 

118.5 

109.9 

other 

106.6 

89.7 

101.8 

Provision for uncollectible accounts 

130.2 

1 14.4 

86.2 

Foreign currency exchange (losses), 
net of profit sharing and income taxes 

(note 1) 

( 7 . 4 ) 

(17.3) 

(1.9: 

Interest capitalized 

17.5 

15.9 

13.0 










5. Income taxes 

Income before income taxes, equity in net income of uncon¬ 
solidated companies and minority interest is as follows: 


millions Year Ended December 31 



1981 

1980 

1979 

Domestic 

$ 615.8 

$646.2 $ 

1,061.3 

Foreign 

29.9 

42.2 

54.3 

Total 

$ 645.7 

$688.4 $ 

1,115.6 

Federal, state and foreign income taxes include: 


millions 

Year Ended December 31 


1981 

1980 

1979 

Provision 




Current 




Domestic 

$ 30.3 

$176.8 

$197.4 

Investment tax credit 

( 21 . 0 ) 

(18.3) 

(20.0) 

Foreign 

16.7 

15.6 

33.4 

Total current 

26.0 

174.1 

210.8 

Deferred 




Current 




Installment sales 

( 44 . 1 ) 

(68.4) 

81.3 

Receivables reserves 

( 5 . 2 ) 

3.3 

31.6 

Pension expense 

12.5 

23.9 

(28.9) 

Maintenance agreement income 

( 14 . 5 ) 

(16.5) 

(16.8) 

Retirement incentive 

8.0 

(33.0) 

_ 

Other 

10.8 

7.6 

27.4 

Long-term 




Depreciation 

13.9 

8.6 

16.2 

Life insurance reserves 

19.9 

5.3 

3.1 

Other 

( 17 . 2 ) 

(6.2) 

(4.5) 

Total deferred 

( 15 . 9 ) 

(75.4) 

109.4 

Financial statement income tax provision 

$ 10.1 

$ 98.7 

$.320.2 

Classification 




Federal income tax 




Current 

$ ( 4 . 9 ) 

$160.2 

Si 57.8 

Deferred 

.5 

(66.4) 

97.3 

State income tax 




Current 

14.2 

(1.7) 

19.6 

Deferred 

.4 

(10.4) 

12.4 

Foreign income tax 




Current 

16.7 

15.6 

33.4 

Deferred 

( 16 . 8 ) 

1.4 

(.3) 

Financial statement income-tax provision 

$ 10.1 

$ 98.7 

$320.2 


A reconciliation of the statutory federal income tax rate to 
the effective income tax rate is as follows: 


millions Year Ended December 31 



1981 

1980 

1979 

Statutory federal income tax rate 

State income taxes, net of federal income 

46 . 0 % 

46.0% 

46.051 

taxes 

1.2 

(-2) 

1.2 

Tax exempt income 

( 24 . 2 ) 

(19.7) 

(HD 

Dividends received exclusion 

( 9 . 1 ) 

(6.7) 

(3.8) 

Investment tax credit 

( 3 . 2 ) 

(2.7) 

(1-8) 

Capital gains deduction 

( 5 . 5 ) 

(.2) 

(■7) 

Consolidated tax return adjustment 

( 2 . 7 ) 

— 

— 

Other 

!.- 9 ) 

(2.2) 

(ID 

Effective income tax rate 

1 . 6 % 

f 4.3% 

28.79 


6. Corporate 

Corporate operations include revenues and expenses which 
are of an overall, holding company nature, including that 
portion of administrative costs and interest which is not al¬ 
located to the company’s business groups. The Corporate 
statements of income consist of: 


millions Year Ended December 31 



1981 

1980 

1979 

Interest income 

$ 42.7 

$ 33.9 

$ 11.4 

Rental income 

62.4 

53.9 


Operating revenue 

105.1 

87.8 

11.4 

Interest 

284.6 

223.7 

174.3 

Administrative and building expenses 

88.1 

71.1 

20.9 

Other (income) expense 

( 22 . 4 ) 

2.1 

(12.0) 

Profit sharing allocation 

( 21 . 9 ) 

(12.7) 

(10.4) 

Operating loss 

( 223 . 3 ) 

(196.4) 

(161.4) 

Income tax benefit 

119.9 

99.9 

83.8 

Net corporate expense 

$( 103 . 4 ) 

$ (96.5) 

$ (77.6) 

Equity in net income of business groups 

753.5 

706.3 

907.1 

Consolidated net income 

$ 650.1 

$609,8 

$829.5 


The Corporate statements of financial position consist of: 

millions December 31 



1981 

1980 

Assets 



Cash 

$ 80.3 

$ 75.2 

Receivables 

33.4 

1 19.5 

Bonds 

99.4 

93.5 

Property and equipment, principally 



Sears Tower 

239.3 

237.8 

Goodwill 

358.9 

— 

Other assets 

12.2 

9.8 

Investment in business groups 

9 , 349.9 

8,669.3 

Total assets 

10 , 173.4 

9,205.1 

Liabilities 



Accounts payable and accrued expenses 

118.7 

33.2 

Deferred income taxes 

47.9 

22.9 

Dividend payable 

107.4 

107.2 

Debt 

1 , 630.5 

1.377.1 

Total liabilities 

1 , 904.5 

1,540.4 

Shareholders' equity 

$ 8 , 268.9 

$7,664.7 

Corporate incurs debt to finance existing businesses, pay 

dividends to shareholders, purchase treasury stock and for 

other corporate purposes. 



7. Short-term borrowings consist of: 



millions 

December 31 


1981 

1980 

Commercial paper 

$ 1 , 845.5 

$3,562.8 

Agreements with bank trust departments 

701.2 

674.1 

Bank loans 

553.7 

32.8 

Other loans (principally foreign) 

133.0 

(66.4 

Total short-term borrowings 

$ 3 , 233.4 

$4,436.1 


The company had unused lines of bank credit approximating 
$4.3 billion at Dec. 31, 1981. Domestic credit lines are 
renewable annually at various dates and provide for loans of 
varying maturities at the prime rate. The lines of credit are 
subject to informal compensating balance requirements. 
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Notes to Consolidated Financial Statements continued 


There are no material restrictions on the use of funds provid¬ 
ed for compensating balances. In addition. Dean Witter 
Reynolds Inc. has unconfirmed credit lines available from a 
number of banks to finance the purchase of securities by 
clients on margin and to facilitate the securities settlement 
process. 

In 1981, SRAC entered into an eight year $2 billion 
revolving credit agreement with a group of forty-five U.S. 
and foreign banks. This facility assures access to medium- 
term funds on a flexible basis. This revolving credit 
agreement is in addition to the existing lines of credit 
available to the company. At Dec. 31, 1981, this agreement 
supports $2 billion of commercial paper that has been clas¬ 
sified as long-term debt. SRAC intends to maintain more 
than $2 billion of commercial paper outstanding during the 
next twelve months. If needed, SRAC can refinance this debt 
on a long-term basis using the revolving credit agreement. 
8. Long-term debt was as follows: 

millions December 31 


Issue 

1981 

1980 

Sears, Roebuck and Co. 

9% Note, due 1981 

$ - 

$ 50.0 

4 3 A% Sinking Fund Debentures, due 1983 

86.0 

102.0 

1314% Note, due 1984 

50.0 

— 

1 3 A% Debentures, due 5985 

250.0 

250.0 

1 4'/x% Notes, due 1989 

250.0 

— 

6/n% Sinking Fund Debentures, due 1993 

69.0 

73.5 

8%% Sinking Fund Debentures, due 1995 

97.5 

103.0 

1% Debentures, due 2001, effective rate 14.6% 

153.4 

— 

8% Sinking Fund Debentures, due 2006 

232.3 

250.0 

l'h% Sinking Fund Debentures, due 2007 

277.1 

300.0 

Capitalized lease obligations 

123.0 

132.2 

Sears Roebuck Acceptance Corp. 

Commercial paper backed by revolving credit 

2,000.0 

— 

Variable interest notes 

13.8 3% Notes (14.89% at Dec. 31, 

1980), payable 13 months after demand 

675.0 

627.0 

13.73% Note (.21.50% at Dec. 31, 

1980), payable 400 days after demand 

25.0 

25.0 

5% Debentures, due 1982 

50.0 

50.0 

8 3 /s% Debentures, due 1986 

125.0 

125.0 

9'A% to 9'/4% Notes, due 1982-1989 

109.4 

109.4 

9 5 /*% Notes, due 1984-1991 

63.0 

65.4 

Sears Overseas Finance N.V, 

9% Guaranteed Notes, due 1982 

150.0 

150.0 

6.5% Yen Bonds, Series No. 1, due 1984 

91.1 

98.5 

Allstate Financial Corporation 

9-A% Senior Notes, due 1986 

50.0 

50.0 

7%% Senior Notes, due 1987 

75.0 

75.0 

8‘/x% Subordinated Notes, due 1987 

25.0 

25.0 

8Vz% Subordinated Notes, due 1984-1997 

20.0 

20.0 

Homart Development Co. 

Vh% to 9 7 /s% Mortgage notes, due 199 ] to 2013 

193.1 

233.4 

Dean Witter Reynolds Inc. 

Notes payable to banks 

14.3 

— 

Coldwell, Banker & Company 

5 3 A% to l2 3 /4% Mortgages, due 1984-2007 

6.4 

— 

5V*% to 21 Vi% Notes, due 1982-1992 

23.0 

— 

(s 3 A% to 9% Subordinated Convertible 

Debentures 

2.2 

— 

In ternational Subsidiaries 

Notes payable to banks 

37.8 

50.9 

Total long-term debt 

$5,323.6 

$2,965.3 


As of Dec. 31, 1981, long-term debt maturities, excluding 
$440 million of notes payable 13 months or more after 


demand which have no specified maturities and commercial 
paper which is classified as long-term debt, are as follows: 


Year Ending December 31 

millions 

1982 

$544.3 

1983 

125.9 

1984 

216.8 

1985 

297.5 

1986 

217.0 


During 1981 the company exchanged 1.6 million common 
shares for $40.6 million principal amount of long-term debt 
resulting in a gain of approximately $16 million. 

9. Leases 

The company leases certain stores, office facilities, 
computers and automotive equipment. 

Operating and capital lease obligations are based upon 
contractual minimum rates and, for certain stores, amounts 
in excess of these minimum rates are payable based upon 
specified percentages of sales. Operating lease rentals were 
$244.7 million, $225.2 million and $222.5 million, including 
contingent rentals of $40.1 million, $37.0 million and $31.4 
million, for the years ended Dec. 31, 1981, 1980 and 1979. 
Certain of these operating leases are in connection with the 
transactions involving leveraged financing concepts. Certain 
leases include renewal or purchase options. 

Minimum fixed lease obligations, excluding taxes, in¬ 
surance and other expenses payable directly by the company, 
for leases in effect as of Dec. 31, 1981 are: 


Capital Operating 


millions 

leases 

leases 

1982 

$ 23.3 

$ 153.4 

1983 

22.8 

133.6 

1984 

16.3 

113.7 

1985 

15.8 

90.9 

1986 

15.3 

72.4 

After 1986 

181.4 

599.1 

Minimum payments 

274.9 

1,163.1 

Executory costs (principally taxes) 

66.4 


Implicit interest 

85,5 


Present value of minimum lease payments, 
principally long-term 

$123.0 



10. Quarterly Results (Unaudited) 

millio ns, except p er shar e data 


Quarter* 

Total 

operating 

revenues 

Operating 

income 

Realized 
capital 
gains and 
other 

Net 

income 

Net 

income 

per 

share 

1981 Fourth 

$8,034 

$458(0 

$14 

$333 

$1.05 

Third 

6,826 

44 

69 

130 

.42 

Second 

6,662 

88 

35 

134 

.42 

First 

5,835 

(128) 

66 

53 

.17 

1980 Fourth 

$7,621 

$471 

$14 

$340 

$1.07 

Third 

6,314 

127 

13 

131 

.42 

Second 

5,860 

46 

9 

79 

.25 

First 

5,366 

(17) 

26 

60 

.19 

1979 Fourth 

$7,357 

$565 

$14 

$377 

$1.18 

Third 

6,233 

266 

13 

200 

.63 

Second 

5,834 

206 

6 

165 

.52 

First 

5,104 

(8) 

54 

88 

.27 


•Restated (see note 1, page 43). 

11 1981 fourth quarter LIFO adjustment was a credit of $(33) million com¬ 
pared to a charge of $ i 27 million for the first 9 months of 1981. 
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11. Shareholders’ equity 
Dividend restrictions: 

Sears ability to pay dividends is governed by several statu¬ 
tory and contractual factors, including: 

• Certain indentures relating to the long-term debt of 
Sears, which represent the most restrictive contractual limi¬ 
tation on the payment of dividends, provide that Sears 
cannot take specified actions, including the declaration of 
cash dividends, which would cause its consolidated un¬ 
encumbered assets, as defined, to fall below 150 per cent of 
its consolidated liabilities, as defined. At Dec. 31,1981 and 
1980, $1.1 billion and $1.3 billion, respectively, in retained 
income could be paid in dividends to shareholders under 
Sears most restrictive indenture. 

• The Illinois Insurance Holding Company Systems Act 
permits Allstate Insurance Company to pay dividends 
toSears during any twelve month period in an amount up to 
the greater of 10 per cent of surplus as regards policyholders 
or its net investment income (as defined) as of the preceding 
Dec. 31st. Approximately $583 million of Allstate’s retained 
income at Dec. 31, 1981 has no restriction relating to dis¬ 
tribution during 1982 which would require prior approval of 
the Illinois Department of Insurance. 

• The capital of International, Allstate Life Insurance 
Company and the Coldwell Banker Real Estate Group at 
Dec. 31, 1981 includes approximately $607 million which, 
if distributed, would be subject to income taxes. It is not con¬ 
templated that such amounts will be distributed in a manner 
which would create additional tax liabilities. 

• Dean Witter Financial Services Group’s principal 
operating company, Dean Witter Reynolds Inc., is subject to 
the Securities and Exchange Commission’s Uniform Net 
Capital Rule and the New York Stock Exchange’s Growth 
and Business Capital Rule. Under these rules the declaration 
of dividends may be restricted. At Dec. 31, 1981, approx¬ 
imately $20 million was available for the declaration of 
dividends to Sears. 

As of Dec. 31, 1981, subsidiary companies can remit to 
Sears in the form of dividends approximately $1.6 billion, 
after payment of all related taxes, without prior approval of 
regulatory bodies or violation of contractual restrictions. 
Because of this and the manner in which the company con¬ 
ducts its business, statutory and contractual restrictions on 
the payment of dividends to shareholders, other than those 
imposed by the Scars indentures, are not significant. 

Stock options: 

Employee stock options under the company’s plans are 
granted at the fair market value of the shares on the date of 
the grant. Generally, options become exercisable in four an¬ 
nual and cumulative installments beginning one year after 
the date of grant and expire ten years after the date of grant. 

Upon the exercise of an option granted under the 1978 
Plan, subject to the consent of the Compensation Committee 
with respect to officers and directors. Sears or its subsidiaries 
will pay to the optionee an amount equal to 46 per cent (or 
such lower maximum corporate Federal income tax rate as is 
then in effect) multiplied by the difference between the 
option price and the market value, at the time of exercise, of 
the shares acquired. In addition, optionees under the 1978 


Plan may also be granted (subject to said consent for all 
optionees) the right to surrender the exercisable portion of 
an option in exchange for a cash payment in an amount 
equal to the excess of the fair market value over the option 
price. This surrender right is subject to a limitation of 1.75 
million shares. 

During 1981, the company granted options under the 
1972 and 1978 Plans for approximately 4.5 million and 10 
thousand shares, at $ 18.24 and $15.94 per share, respectively. 

Changes in stock options for the three years ended 
Dec. 31, 1981 areas follows: 


millions of shares 

Year Ended December 31 


1981 

1980 

1979 

Beginning balance 

11.3 

11.8 

12.4 

Granted 

5.1 

5.2 

— 

Exercised 

— 

— 

— 

Cancelled or expired 

(2.6) 

(5.7) 

(-6) 

Ending balance 

13.8(a) 

1 1.3 

1 1.8 

Reserved for future grant 

2.5(b) 

5.0 

4.5 

Exercisable 

5.2 

5.9 

7.2 


(a) Consistsof 1.1 millionand 7.7 million shares under the 1967 and 1972 
Plans, respectively, and 4.4 million shares under the 1978 Plan of which 
240,504 shares were subject to options as to which cash surrender rights 
have been granted, and options granted in connection with the acquisi¬ 
tion of Coldwell Banker. 

(b) All shares reserved for future grant are under the 1978 Plan. 

The shares that expired in 1981 were previously grant¬ 
ed at prices ranging from $16.75 to $42.97. 

The expiration dates of options outstanding at Dec. 31, 
1981 ranged from Oct. 1, 1984 to Nov. 1, 1991 and the 
weighted average purchase price per share was $21.94 for 
outstanding options under the 1967 and 1972 Plans and 
$ 17.12 for outstanding options under the 1978 Plan. On Dec. 
31, 1981, there were 30,897 optionees. Employees (including 
officers) of Sears and certain subsidiaries are eligible for 
selection as optionees. 

Pursuant to the merger agreement between Sears and 
Coldwell, Banker & Company, Sears assumed the former 
Coldwell Banker stock option plan with appropriate adjust¬ 
ments to number of shares and exercise prices to give effect 
to the merger. Options covering .6 million shares were grant¬ 
ed of which .2 million were subject to stock appreciation 
rights. 

12. Pending legal proceedings 

Various legal actions and governmental proceedings are 
pending against Sears, and its subsidiaries, many involving 
ordinary routine litigation incidental to the businesses en¬ 
gaged in. Other matters contain allegations which are non- 
routine and involve compensatory, punitive or antitrust 
treble damage claims in very large amounts, as well as other 
types of relief. The consequences of these matters are not 
presently determinable but, in the opinion of management, 
the ultimate liability resulting, if any, will not have a mate¬ 
rial effect on the financial position of the company. 

In priorannual reports the company described certain 
cases that it considered significant, though not monetarily 
material. However, the company has reassessed the relative 
significance of all pending legal proceedings, and has con¬ 
cluded that no case or series of cases requires reporting at 
this time. 47 







Merchandising 
Statements of Income 


millions 


Year Ended December 31 



1981 

[980* 

1979’ 

ISet sales 

$ 18 , 228.8 

$16,831.4 

$16,813.4 

Costs and expenses 




Cost of sales, buying and occupancy expenses 

12 , 339.7 

11,410.1 

11,244.8 

Selling and administrative expenses 

5 , 238.4 

4,948.1 

4,906.2 

Nonrecurring expenses 




Retirement incentive 

— 

61.1 

— 

Customs settlement provision 

— 

19.8 

— 

Interest expense 

37.0 

20.8 

19.6 

Total costs and expenses 

17 , 615.1 

16,459.9 

16,170.6 

Operating income 

613.7 

371.5 

642.8 

Other income 

22.2 

7.7 

6.3 

Income before income taxes and equity in net income of unconsolidated companies 

635.9 

379.2 

649.1 

Income taxes 

299.7 

164.9 

297.5 

Income before equity in net income of unconsolidated companies 

Equity in net income of unconsolidated companies 

336.2 

16.1 

214.3 

5.2 

351.6 

10.5 

Merchandising income 

$ 352.3 

S 219.5 

$ 362.1 


Statements of Financial Position 



millions 


December 31 


1981 

1980' 

Assets 



Current assets 



Cash 

$ 157.8 

$ 235.1 

Receivables 

198.5 

207.6 

Inventories 

2 , 991.0 

2,591.9 

Prepaid advertising, taxes and other deferred charges 

468.1 

413.2 

Total current assets 

3 , 815.4 

3,447.8 

Investments in and advances to unconsolidated companies 

167.8 

202.5 

Property and equipment 



Land 

244.4 

252.9 

Buildings and improvements 

2 , 468.6 

2,389.8 

Capitalized building leases 

194.1 

200.7 

Furniture, fixtures and equipment 

1 , 747.7 

1,642.1 


4 , 654.8 

4,485.5 

Less accumulated depreciation 

2 , 130.7 

1,987,0 


2 , 524.1 

2,498.5 

Total assets 

6 , 507.3 

6,148.8 

Liabilities 



Current liabilities 



Accounts payable and accrued expenses 

1 , 135.4 

969.2 

Income taxes 

— 

87.8 

Other taxes 

293.4 

323.2 

Unearned maintenance agreement income 

433.5 

383.2 

Total current liabilities 

1 , 862.3 

1,763.4 

Deferred income taxes 

211.3 

208.7 

Capitalized lease obligations and long-term debt 

201.0 

132.2 

Total liabilities 

2 , 274.6 

2,104.3 

Capital 

$ 4 , 232.7 

$4,044.5 


See notes to Consolidated and Merchandising financial statements. 
‘Restated (see note 1, page 43). 
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Statements of Changes in Financial Position 


millions Year Ended December 31 



1981 

1980* 

1979' 

Source of funds 




Merchandising income 

$ 352.3 

$ 219.5 

$ 362.1 

Depreciation 

230.3 

214.9 

216.0 

Deferred income taxes 

2.6 

(4.0) 

15.5 

Dividends from unconsolidated companies greater (less) than equity in net income 

( 5 . 6 ) 

9.5 

(4.1) 

From operations 

579.6 

439.9 

589.5 

Increase in borrowings 

78.0 

— 

— 

Change in investments and advances to unconsolidated companies 

40.3 

16.8 

(34.7) 

Total source 

697.9 

456.7 

554.8 

Use of funds 




Funds and assets remitted to Corporate 

164.1 

176.1 

386.8 

Net additions to retail property and equipment 

255.9 

274.3 

329.2 

Reduction in capitalized lease obligations 

9.2 

4.8 

5.9 

Total use 

429.2 

455.2 

721.9 

Increase (decrease) in working capital 

$ 268.7 

$ 1.5 

$ (167.1) 

Changes in working capital components 




Current assets 




Cash 

$ ( 77 . 3 ) 

$ (34.5) 

$ 25.2 

Accounts receivable 

( 9 . 1 ) 

(24.9) 

41.8 

inventories 

399.1 

14.2 

(112.2) 

Prepaid advertising, taxes and other deferred charges 

54.9 

11.0 

5.0 

Increase (decrease) in current assets 

367.6 

(34.2) 

(40.2) 

Current liabilities 




Accounts payable and accrued expenses 

166.2 

(19.5) 

149.9 

Income taxes 

( 87 . 8 ) 

(69.1) 

(74.2) 

Other taxes 

( 29 . 8 ) 

9.1 

10.0 

Unearned maintenance agreement income 

50.3 

43.8 

41.2 

Increase (decrease) in current liabilities 

98.9 

(35.7) 

(26.9 

Increase (decrease) in working capita1 

268.7 

1.5 

(167.1) 

Working capital (at end of period) 

$ 1 , 953.1 

$1,684.4 

$1,682.9 


Sec notes to Consolidated and Merchandising financial statements. 
‘Restated (sec note 1. page 43). 


Notes to Summarized Merchandising Financial Statements 


Summary of significant accounting policies 
Basis of presentation 

The financial statements include the domestic merchandis¬ 
ing accounts of Sears, Roebuck and Co. and those of certain 
wholly owned domestic.subsidiaries directly related to retail 
distribution. 

Unconsolidated companies 

The principal domestic companies, all manufacturers, where 
ownership equals 20 per cent or more and which are carried 
at cost plus equity in undistributed net income since acquisi¬ 
tion are: 

Roper Corporation (41% owned) 

DeSoto, Inc. (31% owned) 

Kcllwood Company (22% owned) 

Universal-Rundle Corporation (60% owned) 

Armstrong Rubber Company (20% owned) 


Inventories 

Inventories are valued at the lower of cost (using the last-in, 
first-out—LIFO method) or market by application of the 
Bureau of Labor Statistics price indices to inventories at 
their selling values. Merchandising employs the LIFO 
method of inventory valuation because this method results in 
a better matching of costs and revenues. The LIFO incre¬ 
ment to cost of sales to adjust for the effect of inflation was 
$94, $175 and $142 million for the years ended Dec. 31, 
1981, 1980 and 1979, respectively. If the first-in, first-out 
(FI FO) method of inventory valuation had been used instead 
of the LIFO method, inventories would have been $545 mil¬ 
lion and $451 million higher at Dec. 31, 1981 and 1980, re¬ 
spectively. 
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Credit 

Statements of Income 


millions Year Ended December 31 



1981 

1980* 

1979* 

Finance charge revenues 

$ 1 , 039.6 

$ 967.0 

$ 924.0 

Costs and expenses 




Operating expenses 

368.0 

387.2 

383.8 

Provision for uncollectible accounts (note 2) 

123.9 

107-0 

74.2 

Interest expense 

691.2 

512.5 

424.4 

Total operating expenses 

1 , 183.1 

1,006.7 

882.4 

Operating income (loss) 

( 143 . 5 ) 

(39.7) 

41.6 

Other (loss) 

( 21 . 7 ) 

(10.5) 

(11.1) 

Income (loss) before income taxes 

( 165 . 2 ) 

(50.2) 

30.5 

Income taxes (benefit) 

( 81 . 9 ) 

(24.9) 

15.0 

Credit income (loss) 

$ ( 83 . 3 ) 

$ (25.3) 

$ 15.5 


Statements o f Financial Position 



millions 


December 31 


1981 

1980’ 

Assets 



Retail customer receivables 



Revolving charge accounts (note 1) 

$ 6 , 801.2 

$6,460.0 

Installment sales contracts 

545.5 

745.0 


7 , 346.7 

7,205.0 

Less: Unearned finance charges 

43.5 

55.8 

Allowance for uncollectible accounts (note 2) 

114.2 

105.9 

Total retail customer receivables 

7 , 189.0 

7,043.3 

Cash 

69.9 

55.0 

Other assets 

23.5 

33.3 

Total assets 

7 , 282.4 

7.131.6 

Liabilities 



Debt 

5 , 133.4 

4,852.1 

Deferred income taxes 

1 , 159.9 

1.200.4 

Accrued interest payable 

60.0 

61.4 

Accounts payable and accrued expenses 

22.7 

28.0 

Total liabilities 

6 , 376.0 

6,141.9 

Capital 

$ 906.4 

$ 989.7 


See notes to Consolidated and Credit financial statements. 
’Restated (see note I, page 43). 
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Statements of Changes in Financial Position 


millions 


Year Ended December 31 


1981 

1980* 

$(25.3) 

(60.6) 

2.0 

94.4 

1979* 

Source oj funds 

Credit income (loss) 

Increase (decrease) in deferred income taxes 

Depreciation 

Increase (decrease) in other assets and liabilities 

$ ( 83 . 3 ) 

( 40 . 5 ) 

1.9 

1.2 

$ 15.5 
105.0 
1.8 
(58.2) 

From operations 

( 120 . 7 ) 

10.5 

64.1 

Additional borrowings 

281.3 


330.6 

Sale of customer receivables (note 1) 

315.2 

182.0 

194.4 

Total source 

475.8 

Si92 5 

$589! 

Use of funds 




Increase irt retail customer receivables, before sale of accounts 

460.9 

$1 14.2 

$588.1 

Reduction in borrowings 

— 

72.7 

— 

Increase in cash 

14.9 

5.6 

1.0 

Total use 

$ 475.8 

$192.5 

$589.1 


See notes to Consolidated and Credit financial statements. 
* Restated (see note 1, page 43). 


Notes to Summarized Credit Financial Statements 


Summary of significant accounting policies 
Basis of presentation 

The financial statements of Credit reflect the accounts and 
activities of the company's domestic merchandising cus¬ 
tomer credit operations and include all the revenues and 
costs related to the extension, maintenance and collection of 
potentially finance charge bearing customer accounts of 
Merchandising. 

Basis for assignment of debt and interest expense 
The debt of Credit is legally the responsibility of Sears, 
Roebuck and Co., Sears Roebuck Acceptance Corp. or Sears 
Overseas Finance N.V. For purposes of developing the 
financial statements of Credit, a debt to equity ratio of 4 to 1 
was assigned to Credit as of 1970. Thereafter, its equity 
has changed due to the full absorption of its annual earnings 
or losses. A portion of the pooled Corporate debt is allocated 
on a consistent basis to credit operations to the extent neces¬ 
sary to finance the growth in customer receivables. The per 
cent of pooled debt and related interest expense so allocated 
has ranged from 81.4 per cent in the year ended Dec. 31, 
1975 to 73.7 per cent in the year ended Dec. 31,1981. Inter¬ 
est expense on the average debt outstanding is charged to 
Credit at a rate equal to the average cost of all funds bor¬ 
rowed for general corporate purposes by Sears, Roebuck and 
Co. and certain wholly owned finance subsidiaries. These 
rates were 14.4, 11.4 and 10.2 per cent for the years 1981, 
1980 and 1979. 

Income recognition 

Finance charges on revolving charge and installment sales 
contracts are recognized as earned. Unearned finance 
charges on installment sales contracts are recognized over 
the contract lives, the longest of which are 60 months. 

/. Accounts receivable 

Credit sells selected revolving charge account balances. As of 
Dec. 31, 1981 and 1980, the aggregate outstanding balances 
in such accounts were $1,295.6 million and $980.5 million. 


Most receivables are sold at a discount to non-recourse pur¬ 
chasers. In 1981, however, certain account balances were 
sold with a limited repurchase liability, rather than a dis¬ 
count, for any such balances ultimately determined to be un¬ 
collectible. Under each arrangement the purchaser receives 
all cash collections and finance charge revenues, and Credit 
is paid a fee for administering the accounts sold. The fee 
received for administering sold accounts, $64.6 million, 
$57.2 million, and $42.2 million in the years ended Dec. 31, 
1981, 1980 and 1979, has been recorded as a recovery of 
credit costs and expenses. The discount and administrative 
fee for future purchases are established periodically by the 
purchasers. Under certain circumstances. Credit may cease 
selling receivables and may repurchase those previously sold 
on 30 days notice at their then fair value. The primary cur¬ 
rent agreement for the sale of account balances will expire 
on Jan. 31, 1983. 

Retail customer receivables shown in the accompany¬ 
ing statements of financial position include approximately 
$2.1 billion at Dec. 31, 1981 which will not becomedue with¬ 
in one year. These receivables are expected to earn finance 
charge income at annual percentage rates ranging from 10 to 
21 per cent. 

2. Allowance for uncollectible accounts 


millions Year Ended December 31 



1981 

1980 

1979 

Balance at beginning of year 

$ 105.9 

$ 98.3 

S 89.8 

Provision for uncollectible accounts 

123.9 

107.0 

74.2 

Charged-off accounts 

( 135 . 0 ) 

(M5.7) 

(79.6) 

Recoveries of chargeoffs 

19.4 

16.3 

13.9 

Balance at end of year 

$ 114.2 

$105.9 

$ 98.3 


An account balance is charged off when, in the opinion of 
management, it is no longer profitable tocontinue collection 
efforts to liquidate the balance. Provisions for credit losses 
arc charged to income in amounts sufficient to maintain the 
allowance at required levels for anticipated losses, including 
anticipated losses under a limited repurchase liability on cer¬ 
tain sold receivables. 
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International 
Statements of Income 


millions 


Year Ended December 31 


1981 

1980* 

1979* 

Revenues 




Sales and services 

$ 823.8 

$784.4 

$704.9 

Finance charges 

109.4 

92.6 

81.4 

Total revenues 

933.2 

877.0 

786.3 

Costs and expenses 




Cost of sales, buying and occupancy expenses 

578.2 

557.4 

502.9 

Selling and administrative expenses 

236.7 

210.6 

186.3 

Interest expense 

79.5 

57.8 

43.6 

Total costs and expenses 

894.4 

825.8 

732.8 

Operating income 

38.8 

51.2 

53.5 

Gains and losses on property and investments 

( 16 . 5 ) 

— 

9.8 

Net foreign exchange (loss) 

( 9 . 7 ) 

(9.0) 

(9.0) 

Income before income taxes and equity in net income of unconsolidated companies and minority interest 

12.6 

42.2 

54.3 

Income taxes (benefit) 

( 3 . 4 ) 

19.0 

28.7 

Income before equity in net income of unconsolidated companies and minority interest 

16.0 

23.2 

25.6 

Equity in net income of unconsolidated companies 

5.6 

18.0 

26.2 

Minority interest 

( 5 . 6 ) 

(6.5) 

(3.5) 

Internationa1 income 

$ 16.0 

$ 34.7 

$ 48.3 

Statemen ts of Financial Position 




millions 



December 31 



1981 

1980*1 

Assets 




Current assets 




Cash and marketable securities 


$ 40.8 

$ 35.7 

Receivables 


358.5 

303.7 

Inventories 


112.1 

122.6 

Prepaid advertising and other assets 


15.8 

18.0 

Total current assets 


527.2 

480.0 

Investments and advances 


201.9 

238.6 

Deferred income taxes 


16.6 

6.6 

Property and equipment (less accumulated depreciation of $54.7 and $50.8) 


95.0 

98.8 

Total assets 


840.7 

824.0 

Liabilities 




Current liabilities 




Short-term borrowings 


145.3 

180.4 

Accounts payable and accrued expenses 


210.1 

131.0 

Deferred taxes 


20.9 

21.3 

Unearned maintenance agreement income 


9.7 

9.1 

Total current liabilities 


386.0 

341.8 

Indemnity reserves 


26.5 

24.0 

Minority interest 


19.5 

19.7 

Long-term debt 


25.5 

36.9 

Total liabilities 


457.5 

422.4 

Capital 


$ 383.2 

$401.6 


See notes to Consolidated and International financial statements. 
’Restated (see note 1, page 43). 
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Statements of Changes in Financial Position 


millions 


Year Ended December 31 


1981 

1980* 

1979* 

Source of funds 




From operations 

$23.0 

$35.1 

$33.1 

Capita! contributions 

27.3 

1.8 

(12.1) 

Proceeds from sale of stock and properties 

— 

— 

21.5 

Total source 

50.3 

36.9 

42.5 

Use of funds 




Dividends paid 

18.6 

22.7 

20.0 

Changes in investments 

(2.7) 

(.6) 

24.9 

Change from consolidated basis to equity basis 

— 

— 

34.6 

Currently maturing long-term debt 

(1.7) 

3.2 

13.5 

Additions to property and equipment (net) 

15.1 

16.1 

7.7 

Change in long-term debt 

8.0 

(4.6) 

(20.0) 

Translation adjustments 

6.4 

— 

— 

Total use 

43.7 

36.8 

80.7 

Increase (decrease) in working capital 

$ 6.6 

$ .1 

$(38.2) 


See notes to Consolidated and International financial statements. 
’Restated (see note I, page 43). 


Notes to Summarized International Financial Statements 


Summary of sign ificant a ccount ing policies _ 

Basis of presentation 

The financial statements include Sears, Roebuck and Co.’s 
retail operations in Spain, Central America, South America, 
Mexico, and Puerto Rico, sales to foreign non-affiliated 
retailers, and two financial institutions that support these 
operations. 

Investments in Simpsons-Sears Limited and Sears, 
Roebuck de Venezuela S.A. and various shopping centers 
are carried at cost plus equity in undistributed income since 
acquisition. 

Inventories 

Merchandise inventories are stated at the lower of cost (first- 
in, first-out basis) or market as determined by the retail 
inventory method for store inventories and specific identifi¬ 
cation for warehouses. 

Translation adjustments 

Effective Jan. 1,1981, assets and liabilities related to inter¬ 
national operations which are denominated in foreign cur¬ 
rencies are translated at the exchange rate in effect at the 
balance sheet date in accordance with SFAS No. 52. Net 
currency revaluations during 1981 reduced capital by 
$13.2 million for a cumulative translation adjustment of 
$43.2 million. 

I. Pending disposition of subsidiaries 
Pursuant to Venezuelan law, the company is required to 
reduce its equity in its Venezuelan subsidiary (currently 
70 per cent) to less than 20 per cent. To comply with this 
requirement the company has placed the required number of 
shares on deposit with Venezuelan banks. The company in¬ 
tends to sell the shares on deposit to Venezuelan investors. 

In connection with the approval to open additional 
stores in Mexico through 1982, the Mexican subsidiary 
(75 per cent owned) is required to increase Mexican par¬ 
ticipation in its outstanding stock. 


2. Simpsons-Sears Limited and Consolidated 
Subsidiaries. Simpsons-Sears Limited is a retailer of a 
broad line of general merchandise in Canada. Condensed 
financial statements of Simpsons-Sears Limited and con¬ 
solidated subsidiaries (40.3 per cent equity-owned; approx¬ 
imately 50.0 per cent voting stock-owned) are as follows; 


Statements of Income _ 52/53 Weeks Ended 


November 4, 

October 29, 

October 31, 

millions 

1981 

1980 

1979* 

Net revenues 

$2,666.8 

$2,406.0 

$2,335.3 

Expenses 

2,613.4 

2.334.4 

2,248.9 

Operating income 

53.4 

7).6 

86.4 

Income taxes 

22.3 

29.7 

38.0 

Exchange gain (loss) 

(.1) 

(-3) 

.7 

Equity in net income of 




unconsolidated companies 

5.2 

4.5 

7.1 

Net income 

$ 36.2 

$ 46.1 

$ 56.2 

Sears, Roebuck and Co. 




equity in net income 

$ 14.6 

$ 18.6 

$ 22.7 

’Represents 13 months of operating results due to change in fiscal year end. 

Statements of Financial Position 






November 4, 

October 29, 

millions 


1981 

1980 

Assets 




Current assets 


$1,130.4 

$1,055.7 

Property and equipment 


305.6 

334.9 

Investments and other assets 


53.0 

66.5 

Total assets 


1,489.0 

1,457.1 

Liabilities 




Current liabilities 


528.2 

488.8 

Long-term debt 


475.0 

438.2 

Deferred income taxes 


20.3 

20.9 

Total liabilities 


1,023.5 

947.9 

Equity 


$ 465.5 

$ 509.2 

Sears, Roebuck and Co. share of equity 

$ 187.6 

$ 208.0 
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Allstate Insurance Group 
Statements of Income 


millions Year Ended December 31 



1981 

1980 

1979 

Revenues 




Property-liability insurance premiums earned 

$ 5 , 422.0 

$5,037.7 

$4,699.0 

l ife-health insurance premium income 

625.3 

505.1 

485.8 

Consumer finance 

144.8 

126.5 

129.4 

Investment income, less investment expense (note 1) 

622.3 

527.9 

469.6 

Total revenues 

6 , 814.4 

6,197.2 

5,783.8 

Costs and expenses 




Property-liability insurance claims and claims expense 

4 , 557.7 

3.993.9 

3,676.8 

Life-health insurance policy benefits 

514.2 

413.1 

395.5 

Policy acquisition costs 

1 , 061.6 

960.3 

878.4 

Interest expense 

83.6 

69.5 

65.5 

Other operating costs and expenses 

374.4 

362.4 

361.8 

Total costs and expenses 

6 , 591.5 

5,799.2 

5.378.0 

income before incomes taxes, net realized capital gains, equity in net income of 




unconsolidated companies and minority interest 

222.9 

398.0 

405.8 

Income taxes (benefit) 

( 126 . 9 ) 

3.5 

9.8 


349.8 

394.5 

396.0 

Realized capital gains, less income taxes of $24.6, $20.4 and $19.8 (note 1) 

58.0 

52.5 

24.9 

Equity in net income of unconsolidated companies 

1.5 

3.9 

6.2 

Minority interest 

( 3 . 0 ) 

(,5) 

(5.3) 

Group income 

$ 406.3 

$ 450.4 

$ 421.8 


Statements of Financial Position 



millions 


December 31 


1981 

1980 

Assets 



Investments (note 1) 



Bonds and redeemable preferred stocks (estimated market $4,125.6 and $4,357.9) 



State and municipal 

$ 4 , 978.0 

$ 4,510.2 

Other 

1 , 492.4 

1,446.4 


6 , 470.4 

5,956.6 

Common and preferred stocks (cost $1,329.2 and $1,162.4) 

1 , 397.3 

1,435.0 

Mortgage loans 

481.8 

465.3 

Short-term 

154.6 

108.8 

Other 

362.6 

240.6 

Total investments 

8 , 866.7 

8,206.3 

Cash 

63.5 

84.5 

Finance receivables 

743.1 

652.9 

Premium installment receivables 

652.6 

598.8 

Deferred policy acquisition costs 

286.1 

260.5 

Property and equipment 

274.4 

246.6 

Accrued investment income 

147.5 

119.0 

Investments in unconsolidated companies 

77.3 

98.4 

Other assets 

394.8 

266.4 

Total assets 

11 , 506.0 

10,533.4 

Liabilities 



Reserve for property-liability insurance claims and claims expense 

4 , 108.2 

3,552.4 

Reserve for life-health insurance policy benefits 

1 , 116.8 

920.9 

Unearned premiums 

2 , 002.1 

1,889.0 

Notes payable 

626.0 

574.6 

Claim drafts outstanding 

152.9 

140.3 

Income taxes 

270.2 

340.3 

Other liabilities and accrued expenses 

303.6 

316.3 

Total liabilities 

8 , 579.8 

7.733.8 

Capital (note 1) 

$ 2 , 926.2 

$ 2,799.6 


Sec notes to Consolidated and Allstate Insurance Group financial statements. 
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Statements of Changes In Financial Position 


millions Year Ended December 31 



1981 

1980 

1979 

Source of funds 




Group income 

$ 406.3 

$450.4 

$421.8 

Increase in insurance reserves 

651.7 

341.5 

424.0 

Increase in unearned premiums 

110.6 

135.5 

32.2 

Increase in premium installment receivables 

( 52 . 9 ) 

(33.8) 

(5.2) 

Depreciation 

29.5 

26.3 

27.0 

Deferred income taxes 

35.5 

1 1.3 

20.4 

Change in other operating assets and liabilities 

( 167 . 4 ) 

1.7 

(70.9) 

Front opera lions 

1 , 013.3 

932.9 

849.3 

Net capital transactions 

10.9 

.4 

(1.8) 

Increase (decrease) in borrowings 

51.4 

(58.4) 

9.7 

Total source 

1 , 075.6 

874.9 

857.2 

Use of funds 




Dividends paid 

190.0 

190.0 

175.0 

Increase in investments at cost 

731.2 

677.6 

632.4 

Net additions to property and equipment 

57.3 

39.7 

40.8 

Increase (decrease) in finance receivables 

90.2 

(52.6) 

7.4 

Net assets of acquired life insurance companies 

29.0 

— 

— 

Increase (decrease) in cash 

( 22 . 1 ) 

20.2 

1.6 

Total use 

$ 1 , 075.6 

$874.9 

$857.2 


See notes to Consolidated and Allstate Insurance Group financial statements. 


Notes to Summarized Allstate Insurance Group Financial Statements 


Summary of significant accounting policies 
Basis of presentation 

The financial statements include the accounts of Allstate In¬ 
surance Company and Allstate Enterprises, Inc., (wholly 
owned subsidiaries of Sears, Roebuck and Co.) and all of 
their domestic and Canadian subsidiaries (except for PM1 
Mortgage I nsurance Co. and Allstate Savings and Loan As¬ 
sociation, which have been combined with other business 
groups of Sears) engaged in property-liability insurance, 
life-health insurance and consumer finance activities. The 
accounts of Dean Witter’s life insurance companies have 
been included, effective Dec. 31, 1981, in the statement 
of financial position. Investments in other subsidiaries 
and in companies in which ownership exceeds twenty per 
cent, and in which the company has significant influence over 
the operations of the investee, are carried on the equity 
method. 

On Jan. i, 1981, substantially all accident and health 
business of the Allstate Insurance Group was transferred 
from the Property-liability insurance operations to the Life 
insurance operations. For comparative purposes, certain 
reclassifications have been made to the prior years financial 
statements to conform to existing reporting practices. 

Investments 

Bonds and redeemable preferred stocks are carried at amor¬ 
tized cost; other preferred and common stocks are carried at 
quoted market values; investments in real estate are primari¬ 
ly accounted for by the equity method; mortgage loans and 
other investments are carried primarily at amortized cost. 

For preferred (excluding redeemable preferred) and 
common stocks, the difference between cost and market, less 


deferred income taxes and minority interest, is reflected in 
capital. 

Realized capital gains and losses arc determined on a 
specific identification basis. 

Property-liability insurance 

Certain costs of acquiring insurance business, principally 
agents’ compensation and premium taxes, are deferred and 
amortized to income as premiums are earned. Premiums are 
deferred and earned on a pro rata basis over the terms of the 
policies. 

The reserve for claims and claims expense is an ac¬ 
cumulation of the estimated amounts, before estimated sal¬ 
vage and subrogation recoveries which are separately 
accrued, necessary to settle all outstanding claims, based 
upon the facts in each case and the company's experience 
with similar cases. 

Life-health insurance 

Certain costs of acquiring insurance business, principally 
agents’ compensation, medical examinations and inspection 
report fees, are deferred and amortized to income in propor¬ 
tion to the estimated premiums on such business. 

Life insurance premiums are recognized as income 
when due. Policy benefit reserves established from such 
premiums have been computed by the net level premium 
method based upon estimates, at the time the policies were 
issued, of future investment yields, withdrawals, mortality 
and margin for adverse deviations. Health insurance 
premiums are earned over the premium paying period of the 
policy. 

Consumer finance 

Revenues from finance installment receivables arc recog¬ 
nized as earned income using the rule-of-78’s. 
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Notes to Summarized Allstate Insurance Group 
Financial Statements continued 


Related party transactions 

Insurance premiums include transactions with Sears. The 
effect on premiums and net income is not material. 

1. Investments 

Investment income by category of investment is as follows: 


millions Year Ended December 31 



1981 

1980 

1979 

Investment income 

Bonds and redeemable preferred slocks 

$462.9 

$404.1 

$350.6 

Common and preferred stocks 

74.9 

61.0 

58.9 

Mortgage loans 

44.8 

41.3 

38.2 

Short-term 

40.4 

29.9 

32.7 

Other 

11.4 

2.6 

(1-6) 

Investment income before expense 

634.4 

538.9 

478.8 

Investment expense 

12.1 

110 

9.2 

Investment income, less investment 
expense 

$622.3 

$527.9 

$469.6 


At Dec. 31, 1981 and 1980, insurance reserves are 
shown net of amounts ceded to other insurers of $599.2 and 
$385.4 million for claims and claims expense and $ 157.4 and 
$104.6 million for unearned premiums. 

3. Policy acquisition costs 

Certain costs of acquiring insurance business, principally 
agents’ compensation and premium taxes, are deferred and 
amortized to income. All other policy acquisition costs are 
charged to income as incurred. 


millions Year Ended December 31 



1981 

1980 

1979 

Costs deferred and amortized 




Amount deferred 

$705.5 

$644.7 

$608.5 

Amount amortized to income 

679.9 

623.7 

579.6 


At Dec. 31, 1981 the carrying value of all investments, ex¬ 
cluding common and preferred stocks, that were non-income 
producing during 1981, was $2.1 million. 

Realized capital gains (losses) less income taxes, and 
change in unrealized capital gains (losses), less applicable 
tax effect and minority interest, for bonds and redeemable 
preferred stocks and marketable equity securities are as 
follows: 


millions Year Ended December 3i 



1981 

1980 

1979 

Bonds and redeemable preferred stocks 
Realized 

$ (39.0) 

S (1.4) 

$ .6 

Change in unrealized 

(534.9) 

(659.4) 

(342.5) 

Common and preferred stocks 

Realized 

91.7 

51.9 

23.9 

Change in unrealized 

(103.8) 

76.5 

79.5 


Unrealized capital gains and losses on marketable 
equity securities included in Group capital at Dec. 31,1981 
are as follows: 

Net 

Gross Unrealized 





Unrealized 


millions 

Cost 

Value 

Gains 

(Losses) 

(Losses) 

Common and 
preferred stocks 

$1,329.2 

$1,397.3 

$227.8 

$(159.7) 

$68.1 

Deferred income 

tax and minority interest 



(19.3) 


$48.8 


2. Reinsurance 

Allstate assumes and cedes insurance to participate in the 
reinsurance market, limit its maximum loss and minimize 
exposure on large risks. Reinsurance ceded arrangements do 
not discharge the company as the primary insurer. 
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Coldwell Banker Real Estate Group 
Statements of Income 


millions Year Ended December 31 



1981 

1980* 

1979* 

Revenues 




Rentals and services 

$ 108.1 

$ 98.3 

$ 83.1 

Interest and lees 

345.0 

285.9 

254.3 

Mortgage guaranty insurance 

38.0 

34.1 

30.9 

Total revenues 

491.1 

418.3 

368.3 

Costs and expenses 




Interest 




Savings accounts 

264.1 

195.8 

156.8 

Other 

89.0 

56.7 

36.9 

General and administrative 

162.2 

127.2 

116.5 

Total costs and expenses 

515.3 

379.7 

310.2 

Operating income (loss) 

( 24 . 2 ) 

38.6 

58.1 

Gain on sale of property 

116.9 

5.9 

31.8 

Equity in income (loss) of real estate joint ventures (note 2) 

( 12 . 6 ) 

(1.8) 

2.7 

Income before income taxes 

80.1 

42.7 

92.6 

Income taxes 

17.9 

15.7 

33.2 

Group income 

$ 62.2 

$ 27.0 

$ 59.4 


Statements of Financial Position 




millions 



December 31 



1981 

1980* 

Assets 




Mortgage and other loans, primarily residential 


$ 2 , 725.4 

$2,632.6 

Other receivables 


119.5 

30.9 

Bonds, notes and preferred stock, at amortized cost (estimated market $122.2 and $117.4) 


158.1 

145.5 

Rea! estate investments (note 3) 


588.7 

420.6 

Investments in and advances to real estate joint ventures (note 2) 


6.2 

11.6 

Prepaid expenses and other assets 


89.9 

34.5 

Office properties and equipment 


128.5 

58.6 

Cash and invested cash 


476.1 

253.5 

Total assets 


4 , 292.4 

3,587.8 

Liabilities 




Savings accounts (note 1 ) 


2 , 269.9 

2,275.6 

Advances from Federal Home Loan Bank 


513.7 

420.4 

Long-term debt on real estate investments 


224.8 

233.4 

Notes payable 


215.5 

52.6 

Unearned revenues and claims reserves 


82.2 

29.1 

Deferred income taxes 


63.0 

59.1 

Other liabilities 


327.5 

83.7 

Total liabilities 


3 , 696.6 

3,153.9 

Capital 


$ 595.8 

$ 433.9 


Sec notes to Consolidated and Coldwcil Banker Real Estate Group financial statements. 
'Restated (see note I, page 43). 
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Coldwell Banker Real Estate Group 
Statements of Changes in Financial Position 


millions Year Ended December 31 



1981 

1980* 

1979* 

Source of funds 




Group income 

$ 62.2 

$ 27.0 

$ 59.4 

Depreciation and amortization 

17.9 

16.6 

14.2 

Deferred income tax 

8.7 

9.7 

13.5 

Increase in unearned premiums and claim reserves 

43.0 

4.8 

5.4 

Equity in (income) loss of real estate joint ventures 

12.6 

1.8 

(2.7) 

Carrying value of real estate sold 

68.6 

22.5 

30.1 

From operations 

213.0 

82.4 

119.9 

Collection of loans 

232.3 

304.9 

516.1 

Increase in borrowed funds 

213.1 

202.2 

310.0 

Capital contributions 

113.9 

21.1 

8.1 

Total source 

772.3 

610.6 

954.1 

Use of funds 




Loan originations 

304.7 

418.6 

820.8 

Investment iff Coldwell, Banker & Company 

111.6 

— 

— 

Purchase and development of real estate 

98.9 

123.7 

124.5 

Increase (decrease) in cash and invested cash 

202.2 

67.8 

(6.2) 

Other 

54.9 

.5 

15.0 

Total use 

$ 772.3 

$610.6 

$954.1 


See notes to Consolidated and Coldwell Banker Real Estate Group financial statements. 
’Restated (see note 1, page 43). 


Notes to Summarized Coldwell Banker Real Estate Group Financial 
Statements 


Summary of significant accounting policies 
Basis of presentation 

The statements of income include the accounts of six com¬ 
panies which invest in, develop and operate real estate and 
perform related real estate services. Because the acquisition 
of Coldwell, Banker & Company was effective as of Dec. 31, 
1981, the related accounts of Coldwell Banker are reflected 
only in the 1981 statement of financial position. The 
goodwill relating to the acquisition of Coldwell Banker is in¬ 
cluded in Corporate. The accounts of Coldwell Banker are 
stated at their fair value on Dec. 31, 1981, which approxi¬ 
mates historical cost. 

The real estate operations, which consist principally of 
development, operation and management of shopping 
centers and other commercial properties, are conducted by 
Homart Development Co. (Homart). Homart carries its in¬ 
vestment in joint ventures at cost plus its undistributed share 
of earnings and losses since inception. 

Related real estate services consist of savings and loan, 
commercial and residential real estate brokerage, mortgage 
banking and mortgage guaranty insurance, which are con¬ 
ducted by Allstate Savings and Loan Association, Coldwell, 
Banker & Company, PMI Mortgage Corporation, Allstate 
Enterprises Mortgage Corporation, Executrans and PMI 
Mortgage Insurance Co. As of Jan. 1,1982 Allstate Savings 
and Loan Association will be included in the results of the 
new Dean Witter Financial Services Group. 

Real estate 

Percentage rental revenue is based on tenant sales and is 
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recognized in the period in which the sales occur. Initial leas¬ 
ing costs are deferred and amortized over a ten-year period 
on a straight-line basis. Real estate commissions on sales are 
credited to income upon close of escrow or upon transfer of 
title. Sales commissions are recorded concurrently with the 
income transactions to which they relate. 

Savings and loan, mortgage banking and mortgage guaranty 
insurance 

Interest on loans is credited to income as earned but only to 
the extent it is considered collectible. Generally, interest is 
not accrued on loans three or more months delinquent. Loan 
origination and commitment fees are recognized as income 
when the loan is recorded. Fees for servicing loans for inves¬ 
tors are recognized as income as the related mortgage 
payments are collected. 

Net mortgage guaranty insurance premiums written 
are taken into income over the policy term. Premiums on 
policies with terms of one year are amortized on a straight- 
line pro rata basis. Single premiums for terms exceeding one 
year are amortized primarily on a basis that approximates 
the incidence of risk over the policy term. 


/. A summary of savings accounts by interest rate follows: 
millions December 31 



1981 

1980 

Demand and passbook accounts 5.25% and 
5.50% 

$ 450.3 

$ 480.1 

Consumer certificate accounts 

1 , 334.5 

1,464.9 

$100,000 minimum certificate accounts 

485.1 

330-6 


$ 2 , 269.9 

$2,275.6 


Average annual compounded interest rate 11.64 % 9.08 ^ 



























A summary of savings accounts by year of maturity follows: 


December 31 



1981 

Passbook, 90-day and matured accounts 

Certificate accounts maturing in: 

$ 450,3 

1982 

1,431.0 

1983 

158,7 

1984 

171.1 

1985 

34.4 

1986 and thereafter 

24.4 


$2,269.9 


Based on historical experience, management anticipates a 
substantial portion of maturing accounts will be redeposited. 

2. Homart real estate joint ventures 
At the end of 1981, Homart was a partner in 32 joint ventures 
formed to develop and operate regional shopping centers and 
other commercial property. Homart’s investments in and ad¬ 
vances to the joint ventures are summarized below: 


millions December 31 




1981 


1980 


Total 

Net 

Equity 

Position 

Total 

Net 

Equity 

Position 

Investments and advances 
Investments 

Notes and advances, includ¬ 
ing accrued interest 
Accounts receivable 

$11.1 

23.7 

.3 

$11.1 

$14.5 

13.8 

1.5 

$14.5 


$35.1 


29.8 


Distributions and losses in 
excess of income and 
invested amounts 


(28.9) 


(18.2) 

Net equity position* 


$(17.8) 


$(3.7) 

‘Homart’s investment in joint ventures differs from the amounts recorded 
by the ventures due to differences in bases of property contributed to the 
ventures. Homart’s equity in the joint ventures from inception through 
Dec. 31, 1981 consists of capital contributions of $49.4 million less cash 


distributions of $58.8 million and Homart’s share of losses of $8.4 million. 


Homart, with its partners, has jointly and/or severally 
guaranteed $237.8 million in borrowings for joint ventures in 
which it is a partner. Condensed statements of income and of 
financial position of the combined joint ventures follows: 

Statements of Income 


millions Year Ended December 31 



1981 

1980 

1979 

Rents and other revenues 

$ 75.5 

$58.5 

$52.6 

Depreciation and amortization 

12.6 

9.6 

7.1 

Interest 

64.8 

39.0 

26.8 

Less interest capitalized 

(18.2) 

(11.4) 

(6.5) 

Other costs and expenses 

34.3 

27.4 

20.4 


93.5 

64.6 

47.8 

Income (loss) —operating 

(18.0) 

(6.1) 

4.8 

—sale of property 

(3.5) 

1.6 

1.0 

Net income (loss) 

(21.5) 

(4.5) 

5.8 

Homan's equity in net income (loss) 

S (12.6) 

5(1-8) 

$ 2.7 

Statements of Financial Position 
millions 


December 31 



1981 

1980 

Assets 

Shopping center property—net 


$348.6 

$274.6 

Property held for or under development 


157.1 

110.0 



505.7 

384.6 

Cash and invested cash 


8.8 

5.9 

Receivables and other assets 


10.5 

11.4 

Total assets 


525.0 

401.9 

Liabilities 

Collateralized mortgages and other long-term debt 
($44.0 and $36.6 million with recourse to Homart) 

269.6 

248.7 

Collateralized construction loans ($ 193.8 and $84.2 
million with recourse to Homart) 

237.1 

125.0 

Accounts payable and accruals 


33.8 

30.2 

Joint venture payables to Homart 


24.0 

15.3 

Total liabilities 


564,5 

419.2 

Joint venture capital 

Homart 


(12.3) 

(5.1) 

Other partners 


(27.2) 

(12.2) 

Total joint venture capital 


$ (39.5) 

$(17.3) 


3. Real estate investments 


December 31.1981 


December 31. 1980 



Held for 



Held for 




or under 



or under 


millions 

Operating 

development 

Total 

Operating 

development 

Total 

Land 

$ 19.0 

$ 43.2 

$ 62.2 

$ 19.6 

$ 54.1 

$ 73.7 

Buildings, improvements and equipment 

318.1 

2.3 

320.4 

343.1 

i.O 

344. i 

Construction and development costs 

— 

102.9 

102.9 

— 

66.3 

66.3 

Repossessed property 

— 

3.4 

3.4 

— 

1.5 

1.5 

Net equity—residential property held for resale 

— 

158.9 

158.9 

— 

— 

— 


337.1 

310.7 

647.8 

362.7 

122.9 

485.6 

Accumulated depreciation and amortization 

59.1 

— 

59.1 

64.9 

.1 

65.0 


$278.0 

$310.7 

$588.7 

$297.8 

$122.8 

$420.6 


The amount of interest and taxes capitalized in connection with property held for or under development was $11.6 million, 
$6.6 million and $4.8 million for the years ended Dec. 31, 1981, 1980 and 1979, respectively. 
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Dean Witter Financial Services Group 
Statement of Financial Position 


millions 

December 31 

1981 

Assets 


Cash and invested cash 

$ 53.9 

Cash and securities on deposit subject to federal and other regulations 

73.8 

Receivables from clients and others collateralized 

1,464.0 

Trading account securities owned—at market value (note 2) 

1,274.2 

Securities purchased under agreements to resell 

832.1 

Properties and office equipment 

38.2 

Other assets 

109.8 

Total assets 

3.846.0 

Liabilities 


Short-term borrowings (note 1) 

495.0 

Payable to clients and others 

1,000.9 

Trading account securities sold, not yet purchased—at market value (note 2) 

312.4 

Securities sold under repurchase agreements 

1,564.3 

Other liabilities and accrued expenses 

153.5 

Long-term debt 

14.3 

Total Liabilities 

3,540.4 

Capital 

$ 305.6 


See notes* to Consolidated and Dean Witter Financial Services Group financial statement. 


Notes to Summarized Dean Witter Financial Services Group 
Financial Statement 


Summary of significant accounting policies 
Basis of presentation 

Thestatement of financial position consistsof the accounts of 
Dean Witter Reynolds Organization Inc., except for Surety 
Life Insurance Company and Lincoln Benefit Life Company 
which are included as part of the Allstate Insurance Group. 
Thegoodwill relating to the acquisition of Dean Witter is in¬ 
cluded in Corporate. The accounts of Dean Witter are stated 
at fair market value which exceeds cost by $44 million. 

Dean Witter Financial Services Group was formed on Dec. 
31, 1981 with the acquisition of Dean Witter Reynolds 
Organization Inc. The companies in this group engage in 
securities brokerage and principal trading activity, invest¬ 
ment banking, mutual fund and money management, and in 
1982 also will engage in savings and loan and related ser¬ 
vices. 

Broker and dealer in securities 

Securities transactions are recorded in the financial state¬ 
ments on settlement date. Commission revenues and related 
expenses for transactions executed for clients, not yet settled, 
are accrued on a trade date basis. 

Securities transactions under agreements to resell and 
repurchase 

Securities transactions under agreements to resell and repur¬ 
chase are treated as financing transactions and are carried at 
the contract amounts at which the securities will be sub¬ 
sequently resold or reacquired. 


/. Short-term borrowings 

To finance the purchase of securities by clients on margin 
and to facilitate the securities settlement process, Dean 
Witter incurs demand obligations at the brokers’ call loan 
rate of interest (approximately 13.5% at Dec. 31, 1981). 
Borrowings consist of the following: 


millions December 31, 1981 



Loan 

amount 

Collateral 

value 

Collateralized by: 

Client securities 

$237.6 

$554.3 

Company securities 

104.4 

108.8 

Unsecured 

153.0 


Total 

$495.0 

$663.1 


2. Trading account securities owned and trading account 
securities sold-not yet purchased consist of the following: 


millions 

December 31. 1981 

Owned Sold-not yet purchased 

United States government 



obligations 

$ 462.1 

$134.8 

Municipal bonds 

116,0 

26.1 

Corporate bonds 

150.4 

38.8 

Corporate stocks and options 

79.6 

1 12.7 

Money market instruments 

466,1 

— 

Total 

$1,274.2 

$312.4 
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Sears, Roebuck and Co. 

Supplemental Financial Information Regarding 
Inflation (Unaudited) 


In accordance with Financial Accounting Standards Board 
(FASB) Statement No. 33 “Financial Reporting and 
Changing Prices”, the company is providing the following 
supplementary information which is an experimental effort 
to quantify the effects of changing price levels. Required 
disclosures include selected financial information computed 
on the Constant Dollar Method (general inflation using the 
Consumer Price Index for all Urban Consumers) and on a 
Current Cost basis (reflecting specific price changes). 


The following data is experimental and involves the 
use of numerous assumptions and estimates. It must be in¬ 
terpreted with care in assessing the effect of inflation on the 
company. Statement No. 33 prohibits any adjustment of 
historical income tax expense. As a result, the effective in¬ 
come tax rate that results under the inflation adjusted data 
varies significantly from the company’s 1981 historical 
effective income tax rate. 


Selected Data for 1981 Adjusted for Effects 
of Changing Prices 



millions in average 

1981 dollars 

Net income as reported 


$650 

Adjustments to restate costs for the effect of changes in current costs 



Cost of goods sold 

$ 98 


Depreciation expense 

187 


Gain on sale of property 

50 

335 

Net income adjusted for changes in current costs 


315 

Adjustments for the difference between changes in current costs and 



general inflation 



Cost of goods sold 

115 


Depreciation expense 

(7) 


Gain on sale of property 

(4) 

104 

Net income adjusted for general inflation 


211 

Gain (loss) front decline in purchasing power of net monetary assets 


(95) 

Increase in current costs of assets held during the year 



Inventories 

202 


Property and equipment 

598 

800 


Effect of increase in general price level 

Inventories 291 

_Pr oper t y and equip ment_564_ 855 

Excess of incr ease in g ener al p rice leve l over increase in cur rent co sts _ 55 


The adjustments to cost of sales decreased earnings by 
$98 million and $213 million under the current cost and con¬ 
stant dollar methods, respectively. Constant dollar adjust¬ 
ment based on a general inflation rate of 8.9 per cent is 
greater than the current cost adjustment based on changes 
in specific prices of inventory averaging 4.7 per cent 
(according to the Bureau of Labor Statistics Department 
Store Price Index). 

During periods of rising prices, the holding of mone¬ 
tary assets results in a loss of general purchasing power. 
Similarly, holding monetary liabilities results in a gain of 
general purchasing power because the amount of money 
required to settle liabilities represents dollars of diminished 
purchasing power. Due to the nature of Sears, Roebuck and 
Co.’s businesses, the company employs relatively large 


amounts of monetary assets, particularly in our insurance 
operations, and smaller amounts of monetary liabilities, re¬ 
sulting in a purchasing power loss during the year. 

At December 31, 1981, the current cost of inventories 
was $3.7 billion and the current cost of net property and 
equipment, including rental properties, was $7.1 billion. The 
historical net costs are $3.1 and $3.9 billion, respectively. 

The current cost of inventory, net property and equip¬ 
ment, and cost of goods sold has been estimated based upon 
various methods including indexation and direct pricing. 

The current cost of depreciation has been estimated 
based upon the above restatements of property and 
equipment using the same useful lives and depreciation 
methods utilized in preparing the historical cost financial 
statements. 
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Five-Year Comparison of Selected Financial Data 


Adjusted for Effects of Changing Prices min™*. C xce P , per st™* da.a 




(Data adjusted to average 1981 dollars, except for as reported amounts) 

1981 

1980 

1979 

1978 

1977 = 

Operating revenues as reported 

$ 27,357 

$25,161 

$24,528 

$24,475 

$22,878 

Adjusted for general inflation 

27,357 

27,771 

30,732 

34,120 

34,185 

Net income as reported 

$650 

$610 

$830 



Adjusted for changes in current costs 

315 

478 

865 



Adjusted for general inflation 

211 

263 

564 



Net income per common share as reported 

$ 2.06 

$1.93 

$2.60 



Adjusted for changes in current costs 

1.00 

1.51 

2.70 



Adjusted for general inflation 

.67 

.83 

1.77 



Net assets at year end as reported 

$ 8,269 

$ 7,665 

$ 7,446 



Adjusted for changes in current costs 

11,759 

11,400 

11,749 



Adjusted for general inflation 

11,369 

11,479 

11,810 



Excess of increase in general price level over increase in current costs 

55 

265 

996 



Gain (loss) from decline in purchasing power of net monetary assets 

( 95 ) 

(158) 

(219) 



Cash dividends declared per common share 






As reported 

$ 1.36 

$1.36 

$1.28 

$1.27 

$1.08 

Adjusted 

1.36 

1.50 

1.60 

1.77 

1.61 

Book value per common share at year end 






As reported 

$ 23.77 

$24.32 

$23.44 

$21.84 

$20.09 

Adjusted year end 1981 dollars 

23.77 

26.49 

28.71 

30.30 

30.21 

Closing market price per common share at year end 






As reported 

$ 16,125 

$15.38 

$18.00 

$19.75 

$28.00 

Adjusted to year end 1981 dollars 

16.125 

16.75 

22.04 

27.40 

42,36 

CPI-U (1967=100) 






Year average 

272.4 

246.8 

217.4 

195.4 

181.5 

End of calendar year 

281.5 

258,4 

229.9 

202.9 

186.1 

‘Operating revenue and book value per share data ate presented as of and for twelve months ended Jan 

. 31. 
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Sears, Roebuck and Co. 

Shareholder Investment Information 

Common Stock Market Information 


(Unaudited) 

Firs! Quarter 

Second Quarter 

Third Quarter 

Fourth Quarter 

Year 



1981 

1980 

1981 

1980 

1981 

1980 

1981 

1980 

1981 

1980 

Market price per share 

High 

18% 

18% 

20% 

18% 

19% 

19% 

18% 

17% 

20% 

19% 

Low 

14% 

15- 

18% 

15% 

15% 

16% 

15% 

14% 

14% 

14% 

Closing 

18% 

16% 

19% 

17- 

16% 

16% 

16% 

15 3 /s 

16% 

15% 

Price/earnings ratios (high-low) 
Dividends per share 

.34 

.34 

.34 

.34 

.34 

.34 

.34 

.34 

10-7 

1.36 

10-8 

1.36 

Dividend! pat/out per cent 









66.0% 

70.5% 


Stock exchange listings Ticker symbol—S 
New York Switzerland: 

Midwest, Chicago Basel 

Pacific, San Francisco Geneva 

London, England Lausanne 

Zurich 

Dividends 

The payment of future dividends to shareholders is depen¬ 
dent on business conditions, income, the cash requirements 
of the company and other factors. The Finance Committee 
reviews these factors and recommends changes to the board 
of directors. The board determines dividends per share of 
common stock which are consistent with earnings and the 
financial condition of the company. Cash dividends have 
been paid on common shares in every year since 1934. Dur¬ 
ing the past ten fiscal years. Sears, Roebuck and Co. annual 
dividend payments have ranged from 36.7 per cent to 70.8 
per cent of net income. 

The company’s indentures provide that Sears, 
Roebuck and Co. cannot take certain actions, including the 
declaration of cash dividends, which would cause its unen¬ 
cumbered assets to drop below 150 per cent of liabilities (see 
note 11, page 47). 


Shareholders 

Shareholders as of Nov. 24, 1981, record date for January, 
1982 dividend, are as follows: 


Type of 

shareholder 

Number 

ofshare- 

holders 

Number of 
shares 

Average 

per 

share¬ 

holder 

Per 

cent of 
total 
shares 

Individuals 

Women 

137,528 

48,095,903 

350 

15.2 

Men 

108,713 

42,915,311 

395 

13.6 

Joint tenants 

69,759 

18,102,835 

260 

5.7 

Bank nominees 

2,404 

1 11,586,317 

46,417 

35.3 

Investment 

organizations 

32,142 

10,723,519 

334 

3.4 

Brokers 

354 

1 1,449,712 

32,344 

3.6 

Corporations 

and firms 

1,303 

2,369,956 

1,819 

.8 

Other 

1,846 

2,531,084 

1,371 

.8 

Employees’ Profit 

Sharing Fund 

1 

68,104,368 


21.6 

Total 

354,050 

315,879,005 


100,0 


Number of Shareholders 
(in thousands) 


Shareholders’Equity 
(in billions of dollars) 


Book Value per share 
(in dollars) 


Dividends per share 
(in dollars) 
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Sears, Roebuck and Co. Directors and Officers 

Directors 

Edward R. Telling Chairman of the Board and Chief Executive Officer i*, 2 , 5 *, 6 . 

William O. Beers Former Chairman of the Board and Chief Executive Officer, Kraft, Inc. 1 , 3 , 4 *. 5 . 

Archie R. Boe President 1 , 2 ,6 

Edward A. Brennan Chairman and Chief Executive Officer, Sears Merchandise Group 1 , 2 . 

Albert V. Casey Chairman and Chief Executive Officer, American Airlines, Inc. 2 , 4. 6 . 

Donald F. Craib, Jr. Chairman and Chief Executive Officer, Allstate Insurance Group 1 , 2 . 

E. Mandell de Windt Chairman of the Board and Chief Executive Officer, Eaton Corporation 3 *, 4 , 5 . 
Luther H. Foster Former President, Tuskegee Institute 1 . 4 , 6 . 

Richard M. Jones Vice Chairman of the Board, Chief Financial Officer 1 , 2 *. 

Andrew J. Melton, Jr. Chairman and Chief Executive Officer, Dean Witter Financial Services Group 1 , 2 . 
Norma Pace Senior Vice President, American Paper Institute, Inc. 2 , 4 , 6 *. 

C. Wesley Poulson Chairman and Chief Executive Officer, Coldwell Banker Real Estate Group 1 , 2 . 
Clarence B. Rogers, Jr. Vice President and Group Executive—Information Systems Group, IBM 2 , 4 , 6 . 
Julius Rosenwald II Business Consultant 1 , 4 , 6 . 

Donald H. Rumsfeld President and Chief Executive Officer, G. D. Searle & Co. 1 , 2 , 4 . 

Edgar B. Stern, Jr. Chairman of the Board and President, Royal Street Corporation 1 , 2 , 3 , 5 . 

Arthur M. Wood Former Chairman of the Board and Chief Executive Officer 1 , 2 , 3 , 5 . 

Committee Assignments Key: 

1. Member of Executive Committee 

2. Member of Finance Committee 

3. Member of Compensation Committee 

4. Member of Audit Committee 

Corporate Officers 

Edward R. Telling Chairman of the Board and Chief Executive Officer 
Archie R. Boe President 

Richard M. Jones Vice Chairman of the Board, Chief Financial Officer 
Philip J. Purcell Senior Vice President, Corporate Administration and Planning 
Vice President, Governmental Affairs 
Vice President, Corporate Personnel 
Vice President and Treasurer 
Vice President, Corporate Public Affairs 
Vice President and Secretary 
Vice President and Corporate General Counsel 


5. Member of Nominating and Proxy Committee 

6. Member of Public Issues Committee 
* Chairman of Committee 


Randolf H. Aires 
Charles F. Bacon 
Robert F. Gurnee 
Gene L. Harmon 
Charles W. Harper 
Philip M. Knox, Jr. 

Charles F. Moran Vice President, Corporate Planning 

David P. Norum Vice President, Taxes 

R. Ben Skelton Vice President and Corporate Comptroller 


Management changes 

Albert V, Casey, chairman and chief executive officer of American Airlines, Inc., was elected to the board 
of directors on Aug. 11,1981, In connection with our recent acquisitions, Andrew J. Melton, Jr., chairman and 
chief executive officer of Dean Witter Financial Services Group, and C. Wesley Poulson, chairman and chief 
executive officer of the Coldwell Banker Real Estate Group, were elected to the board on Feb. 8, 1982. William I. 
Spencer, president and chief administrative officer of Citicorp and a director since 1971, and Preston Martin, 
formerly chairman of the Seraco Group, resigned from the board in December 1981. Recent officer appoint¬ 
ments are discussed in the Message to Shareholders. 
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Annual meeting 

The annua! meeting of the shareholders of Sears, Roebuck 
and Co. will be held in the Hyatt Regency Memphis at 
Ridgeway, 939 Ridge Lake Blvd., Memphis, Tennessee, on 
Monday, May 17, 1982, at 9:30 A.M., Memphis time. 

Transfer Agent 

The Resident Transfer Agent and the Stock Transfer Divi¬ 
sion of Sears, Roebuck and Co. are located in the Treasurer’s 
Office, Department 969—34th Floor. Sears Tower, Chicago, 
Illinois 60684. 

Registrar 

The First National Bank of Chicago 
Auditors 

Touche Ross & Co. 

Chicago, Illinois 

Shareholder Information 

Correspondence regarding your shareholder or dividend 
reinvestment account should be addressed to: 

P. H. Thomas 
Senior Assistant Treasurer 
Department 969 
Sears, Roebuck and Co. 

Sears Tower 
Chicago, Illinois 60684 
Phone: 312-875-6644 

Investor Information 

This annual report contains selected information included in 
Sears 1981 Annual Report on Form 10-K filed with the 
Securities and Exchange Commission. A copy of the 10-K 
Report is available, without charge, upon request. A copy 
of The Scars-Roebuck Foundation Annual Report is also 
available upon request. 

Inquiries regarding this Annual Report, or requests for the 
10-K Report, should be addressed to: 

R. P. Greer 
Assistant Treasurer 
Department 962 
Sears, Roebuck and Co. 

Sears Tower 
Chicago, Illinois 60684 
Phone: 312-875-1466 
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